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ABSTRACT
Leaving the Nest: Why Fiscally-sponsored Projects Seek Independence takes a
descriptive approach to the question of why fiscally-sponsored nonprofit organizations
seek independence from their sponsors. Sampling projects from California's largest
umbrella fiscal sponsors, this study found six factors to be the most common and most
important reasons given by the leadership of the sponsored organizations for deciding to
leave the sponsor. These six factors were: an economic equation that favored independent
provision of essential services; the presence of a previously established plan to separate; a
desire to brand the project's name separate from the fiscal sponsor's; a wish to avoid
redundant administrative systems; the actual presence of redundant administrative
systems; and a sense that leaving the sponsor was a natural part of the project's
maturation. Five additional factors played a lesser role in the decision-making. Those
factors were: pressure from funders to leave; interpersonal conflicts with the sponsor; a
desire for more autonomous decision-making; a power-struggle dynamic with the
sponsor; and a perceived lack of value for the sponsorship fee.
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CHAPTER ONE
Background of the Issue
In the United States, a fantastic range of activities is undertaken for the public
good every day by nonprofit organizations. This work ranges from orphanages to opera,
from direct action to donation, from religion to research, from marches to matrimony,
from assisting the birth of life to comforting its passing. It is carried out by a range of
individuals so diverse it spans preschool to retirement. The nation's capacity for giving
of its time and money for the improvement of our common lot is so culturally entrenched
and so well respected that an entire canon of law exists to guide the proper governing and
financing of this monumental undertaking.
Chief among the provisions of these laws is relief from the burden of taxes for
organizations engaged in the performance of works for the public good. Any qualified
organization which takes the time, trouble, and expense to incorporate itself in its state of
operations, file intricate and time-consuming applications to the Franchise Tax Board and
the Internal Revenue Service, and follow the laws governing its continued operation, may
avoid paying taxes on its income. In some circumstances it may even quality to offer
tax-deductibility as a benefit to the individuals and other institutions that contribute to the
organization. This unique exemption from taxation, which enables dollars committed to
the public good to go much farther, speaks volumes about the value America places on
work of charitable organizations.
And yet, it is not sensible or practical for every worthy endeavor or charitablyfocused project to jump through the bureaucratic hoops necessary to quality for this tax
exemption. Nor does it serve every organization's interests to independently provide all
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of the necessary governance and administrative duties required by law. Groups or
individuals that want to serve the public good without incorporating need a legal
foothold.
Such is the territory of fiscal sponsorship, through which charitable organizations
offer, on a contractual basis, the umbrella of their legal and tax-exempt status to groups
or individuals engaged in activities related to the charity's mission. While IRS doctrine
is still being developed in this area, the agency has benignly allowed fiscal sponsors to
extend the umbrella of their formal legal status to programs undertaken by individuals or
groups that meet the IRS definition of charitable activities. These protected endeavors
are known as fiscally-sponsored projects. Through the sponsor, projects may receive taxexempt funding, and are often able to offer donors a tax benefit.
There are a number of valid reasons for nascent organization to choose fiscal
sponsorship over separate incorporation. According to John Kreidler, in his forward to
Colvin's book Fiscal Sponsorship: 6 Ways To Do It Right (1993):
If a program is to be operated over a long time span, it is often desirable to
establish an independent nonprofit organization to provide an institutional
framework to accomplish both program and administrative activities. For a
temporary project or one for which a long-term need is not yet assured, it may
be inappropriate, even wasteful, to construct a new nonprofit organization,
even though the intended product or service fits the legal definition of
"nonprofit." In such cases, a fiscal sponsorship arrangement with an existing
nonprofit may be established to attain an effective base for operations. (p. vii)
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Fiscal sponsors may have one closely related project or a diverse array of projects.
Typically, a fee is charged by the sponsor, usually based on project revenue.
Arrangements vary greatly, but a fee of from 5 to 15 percent of gross revenue is
customary (Colvin, 1993).
While the project may have broadly delegated authority regarding the
accomplishment of its mission, it is incumbent upon the sponsor to maintain "complete
discretion and control" over the financial and other activities to be sure they further the
sponsor's charitable purpose (Colvin, 1993, p. 3).
Often, fiscal sponsors provide administrative support in addition to legal status.
Because any income to the project must be reflected in the financial statements of the
sponsor, and is necessarily accounted for by the fiscal sponsor's administrators for this
purpose, it is only a small additional burden to also provide accounting, payroll, and other
administrative services to the project. Some sponsors even offer space rental and
technical assistance in advocacy, fundraising, media relations, or other areas pertinent to
establishing a program. Vinokur-Kaplan and Connor (1998) found that fiscal sponsors
usually offer their projects:
low-cost space, shared support services, and a network of peers and seasoned
professionals with whom new entrepreneurs and advocates can develop their
organizations-often all under one roof. .. helping them to survive and expand
in a safe and supportive haven during the start-up period when they are most
vulnerable to failure. (p. 5)
Among fiscal sponsors, there exists an entire category of groups engaged
specifically in providing fiscal sponsorship to foster or incubate new organizations. These
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organizations are unique among fiscal sponsors in that their very mission is to help new
organizations form and flourish. These umbrella fiscal sponsors attract a number of
nascent organizations or projects, which use the benefits of fiscal sponsorship to grow
strong. These projects benefit from greater access to centers of power and influence (for
advocacy purposes), and greater visibility and proximity to funders. Local grassroots
groups may also assume a greater global perspective and seek a more national presence
(Vinokur-Kaplan & Connor, 1999).
There are five potential outcomes of the fiscal sponsorship relationship. A project
might become unviable and wind down, accomplish its purpose and dissolve, remain with
the sponsor indefinitely, transfer to another sponsor, or seek independence.
As fostered projects grow, some must face a decision whether to remain with the
fiscal sponsor or seek independent status. This study explores the decision-making
factors at hand when a sponsored project decides to leave its fiscal sponsor and seek
independent status.
There is very little legal, academic, or practical literature on the subject of fiscal
sponsorship, or "fiscal agency" (legally an incorrect label, but still used among some
practitioners). Existing commentaries have naturally taken the form of clarifying the
legal boundaries and responsibilities of various fiscal sponsorship models (Colvin, 1993;
Yarvis, 1995). Some attention has been focused on the development of capacity in
nonprofit organizations through fostering or incubation using fiscal sponsorship (Greene,
1992; Vinokur-Kaplan & Connor, 1999). Research has also focused on issues relating to
breakaway organizations-single nonprofit organizations that split down a previously
undefined fault line into separate organizations-and the development of a model to
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explain and predict their formation (Dyck & Starke, 1999; Cooper & Gascon, 1992;
Eisenhardt, 1989). However, little or no attention had previously been paid to the issue of
exit strategy for projects fostered through fiscal sponsorship, a system which foresees the
possibility of the project's independent development and departure at its inception. The
literature that informs this study will be discussed in Chapter Two.
Statement of the Issue
While some research has been done about the proper way to structure a fiscal
sponsorship agreement to facilitate eventual separation, actual exit strategies in the field
have not been formally studied. A better understanding of why projects leave should be
beneficial for sponsors and projects alike, as well as for the organizations and individuals
that fund them. Because there was no empirical data regarding why fiscally-sponsored
projects leave their fiscal sponsor, this study sought to quantify the reasons that fiscallysponsored projects give for leaving the nest, and to rate the relative importance of these
factors.
Research Questions
This research took a descriptive approach to the question What are the decisionmaking factors present when fiscally-sponsored projects decide to leave a fiscal sponsor?
It also sought answers to the following questions:

-

Which of the factors were considered important by the project?

-

Are there factors that are usually present in combination?

-

Do individual factors or groups of factors vary by fiscal sponsor or by issue type?

-

Do the factors, or combinations of factors, vary by group size, budget size, board size,
term of sponsorship, issue area (mission), or by other demographic traits?
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-

Are fiscal sponsors involved in the separation decisions?

-

Who initiates the process of separation?

-

How does a separation decision affect the quality of a project's relationship with its
fiscal sponsor?

-

Are pre-existing agreements or procedures for separation in place?
How these questions were answered by the study data is addressed in Chapter

Five.
Definition of Major Concepts
The following section describes the terms and concepts used in this study. This
research took the form of a set of questions administered in a phone interview. The
questions are referred to collectively as the interview schedule.
For the purposes of this research, use ofthe term fiscal sponsor was limited to
nonprofit organizations whose missions, or a substantial part of their total activities, are
dedicated to fostering or incubating new organizations.
In daily practice, there are several terms associated with fiscally-sponsored
groups, the most common of which are programs and projects. For the purposes of this
research the term projects, used by Colvin (1993), was adopted. Projects that have
terminated their fiscal sponsorship relationship are referred to as independent or alumni
projects.
The term fiscal sponsorship was used to describe the contractual relationship of
fiscal sponsors to projects. This study was limited to a consideration of the type of fiscal
sponsorship relationship Colvin (1993) refers to as Model A or Direct Project. Model A
projects have no separate legal status. Model A projects are identifiable by the following
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characteristics: charitable donations solicited by the project belong to the sponsor; the
project is carried out by the sponsor's employees or volunteers; the sponsor carries total
liability for the actions of the project; the project's finances are an integral part of the
sponsor's federal income tax reporting (Form 990); and the sponsor legally owns the
project's work product. "Legally, the project is no different from the other activities of
the sponsor" (Colvin, p. 13).
According to Colvin (1993 ), Model A is the most common type of sponsorship
arrangement, providing the most control over the project and the least exposure to IRS
challenge, and is thus the best training ground for start-up projects. Appendix E provides
a brief description of other models of fiscal sponsorship.
Model A relationships are also of interest because they are not self-limiting. That
is, the duration of the project is not usually evident at the time the initial agreement is
made, nor is the ultimate reason for leaving predetermined by the circumstances that
encouraged the project to choose fiscal sponsorship over individual incorporation. In
contrast, other forms of sponsorship may be self-limiting, such as a film production
project that funnels its funding through a sponsor, then dissolves when the film is
complete.
This study focused on projects that became independent of a selected set of
sponsors during the last ten years (since 1990). The individual who served as chief paid
staff for the project at the time of separation was interviewed. Regardless of actual title
held, these individuals are referred to as project directors.
This study considered the perceptions of the directors of these alumni projects
about why the projects left the fiscal sponsor. It examined the frequency with which
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certain factual conditions and perceptions existed at the time of decision, and whether
they played a role in the project's decision to seek independence. These conditions and
perceptions are referred to as decision-making factors, or simply factors. In the context
of this study, the term factors refers only to the pre-identified factors below, and to any
other factors specifically identified by respondents during an interview. The preidentified factors considered were:
Factor 1:

A financial equation that favors independent provision of essential
administrative services

Factor 2:

A need to physically separate from the fiscal sponsor due to space constraints

Factor 3:

A dynamic between the fiscal sponsor and the project that became strained as
the project became more established, mature and confident, and therefore
chafed at sponsor authority (i.e., like a parent/child relationship maturing to a
parent/teenager relationship)

Factor 4:

A desire to brand the project's name separate from that of the fiscal sponsor

Factor 5:

A feeling that independence was a natural part of project maturation

Factor 6:

The actual presence of redundant internal systems (i.e., duplicate accounting,
procedures, lengthy approval processes)

Factor 7:

A wish to avoid redundant internal systems

Factor 8:

A desire for more autonomous decision-making authority

Factor 9:

Pressure from funders

Factor 10: Interpersonal conflicts with the fiscal sponsor
Factor 11: Mission incompatibility
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Factor 12: A previously established plan to separate (either developed jointly by project
and sponsor or a project's own long-standing strategic plan)
Factor 13: A perceived lack of value for the sponsorship fee (value oftotal services
offered by sponsor, such as administrative, payroll, shared space, or technical
assistance)
Factor 14: A request by the sponsor for the project to leave
From these factors, a set of questions were developed and administered in an
interview setting. Chapter Three describes the methodology for administering the
interview schedule found in Appendix A. Table 1 provides a key to the factor numbering
systems as well as to the shorthand labels for the factors used throughout this document.
In addition to these pre-identified factors, project directors were also asked to
name any additional factors that were present at the time of the decision. These are
referred to as the subject-identified factors.
The project's demographic conditions were also of interest. Demographic
considerations included project budget size, number of employees, board size, issue area
as it pertains to mission, fiscal sponsor (coded for confidentiality), and length of
sponsorship.
This study adopted a specialized use of the term board, or board of directors. The
term applies not to the board of directors governing the fiscal sponsor, but to any board
the project might have appointed to guide its own hand. Projects may have referred to
this body as a board of directors, board of advisors, advisory committee, or steering
committee. It is probable that this project board did not have legal responsibility for the
project while the project was operating under the fiscal sponsorship agreement.
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However, it is possible that projects that incorporated before they left their sponsor found
themselves in the gray area of being under the jurisdiction of two boards-the sponsor's
and their own--each with some legal responsibility. This research was not concerned
with defining or exploring this gray area. Therefore, the term board of directors applies
only to the project's own board, regardless of its title or legal standing.
Importance of the Study
Model A fiscal sponsors have taken on the important task of incubating social
change organizations. Predictably, some incubated organizations reach a stage of
development that permits them to leave the nest. Therefore, understanding the factors
that are important to projects as they decide to leave is key to understanding the project
life cycle and to judiciously incubating projects.
Understanding the importance of these factors, especially in combination, may
help fiscal sponsors provide more visionary foster care to projects. Although the results
are not predictive of behavior, this information may be a first step in helping fiscal
sponsors predict when projects may take flight, or take steps to avoid project flight, if
desired.
Other potential benefits include using both factor and demographic data to avoid
such pitfalls as redundant administrative systems, and to aid in designing guidelines and
benchmarks into fiscal sponsorship agreements (i.e., for a term of X years, until you have
Y employees, or reach a budget of Z) which could help the parties engineer better
sponsorship arrangements and craft more useful exit strategies.
Analysis of the decisions of alumni projects may also help current projects make
informed decisions about their own status and potential for independence.
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Finally, these findings will help funders better understand the full life cycle of the
fiscal sponsorship model, and therefore make informed choices about funding for
sponsors and projects alike, especially regarding whether a project should or should not
be encouraged to leave.
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CHAPTER TWO
This chapter will discuss the literature that informed the development of the
research questions, the pre-established factors, and ultimately the interview schedule.
Unquestionably, there is a dearth of research and academic writing on the subjects
of fiscal sponsorship, project incubation, and exit strategy. Aside from publications that
treat the legal issues associated with sponsorship, academic research directly related to
the relationship of sponsors and projects or the life cycle of fiscally-sponsored projects is
nearly nonexistent.
The findings of several researchers investigating the phenomenon of breakaway
organizations-organizations that split off from an existing organization along previously
undefined fault lines-were somewhat helpful in formulating hypotheses about factors
that might influence the decision of fiscally-sponsored projects. However, the relevance
of these studies was limited in that inherent, predetermined fault lines are a principal
defining feature of fiscal sponsorship.
Research into the efficacy of the business incubator model was also helpful in
forming analogies to the development of incubated nonprofit organizations.
Definition of the Sponsorship Model
This study relied heavily on the work of Colvin ( 1993) for a definition of the
sponsorship model to be considered by this study. Colvin defines six different fiscal
sponsorship models that meet the IRS requirements. The models differ greatly with
regard to the motivation of both parties for undertaking the arrangement, the agreements
for service provisions above and beyond the basic extension of legal and tax-exempt
status to the project's activities, and the duration of the sponsorship. This study was
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limited to what Colvin calls Model A or direct projects. The definition used in Chapter
One was developed using Colvin's codification of sponsorship models. Model A projects
have no separate legal status, and are identifiable by the following characteristics:
charitable donations solicited by the project belong to the sponsor; the project is carried
out by the sponsor's employees or volunteers; the sponsor carries total liability for the
actions of the project; the project's finances are an integral part ofthe sponsor's federal
income tax reporting (Form 990), and the sponsor legally owns the project's work product
(Colvin, 1993).
Importance of Incubator Research
Because ofthe dearth of information on why projects seek independence, the
literature available on the reasons a project might choose to become fiscally-sponsored or
to remain with its sponsor in the first place was a starting point for developing the factors
for use in this study. A change in, or the absence of, such circumstances might indicate a
decision-making factor relating to exit.
According to the United Way of Chicago's publication Roles and Responsibilities
of a Fiscal Agent (1986), the four primary benefits of sponsorship for a project include
improvement of the project's credibility and funding potential, direction from the fiscal
sponsor, guidance that helps a project stay "on the right track," and insurance that the
project develops the proper systems and procedures (p. 10). These four benefits cited by
United Way influenced the inclusion of several of the factors in this study, including
funder pressure (F9), maturation (F5), the presence of redundant administrative systems
(F6), and a wish to avoid redundant systems (F7).
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Empirical research regarding the incubation of organizations was also of interest,
particularly data that might identify factors that suggested or were predictive of the
success of a previously incubated organization. The importance of such data lies in the
premise of umbrella fiscal sponsorship, which is the desire to develop healthy
organizations with the capacity to carry out their missions over the long term. Further,
for this study to be of optimal use to sponsors, projects, and funders, it would help to
identify factors that, when present, were predictive of success. Although there are no
such studies of fiscally -sponsored projects, the studies of the business incubator model
were helpful.
Vinokur-Kaplan and Connor (1999) in their comparison ofthe fiscal-sponsorship
model to the business incubator model, cite a 1997 national study of business incubators
titled Impact oflncubator Investments conducted by Molnar, L.A., Grimes, D. R.,
Edelstein, J., De Pietro, R., Sherman, H., Adkins, D., and Tornatzky, L, that found:
business incubator programs indeed have helped local communities; namely, they
help companies create many new jobs for a low subsidy payment and a substantial
return on investment; such incubator companies experience healthy growth, high
survival rates of their 'graduates,' and remain in their communities. (p. 2)
Based on the findings of success among incubated businesses (Molnar et al.,
1997; Simurda, 1995), the following list of characteristics of business incubators from the
National Business Incubator Association was used to help determine possible overlap
between the two models, and to develop and justify a number of the 14 pre-identified
factors.
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The National Business Incubator Association (NBIA, 2001) lists these
characteristics ofbusiness incubators:
-

Hands-on management assistance

-

Access to financing

-

Orchestrated exposure to critical business or technical support services

-

Shared support services

-

A network of peers and seasoned professionals with whom new entrepreneurs and
advocates can develop their organizations

-

Shared physical space

-

Access to equipment

-

Flexible leases

-

Expandable space. (p. 1)
Use of these characteristics in the formulation of specific predetermined factors

for this study is discussed in detail later in this chapter.
Another relevant area of research is the study of so-called "breakaway
organizations." Cooper and Gaston (1992) provide the following analytical description.
Breakaway organizations have four characteristics that previous research has
found to be predictive of success: (1) they have been started by a group rather
than by an individual; (2) the founding group members have had previous
experience working together; (3) the founding group comes from a parent
(incubator) organization in the same industry; and (4) the ideas for the new
organization are based on ideas developed in the founders' previous organization.
(p. 793)
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Clearly, these predictive characteristics are common to both breakaway groups
and to alumni projects. For example, in a study of both for-profit and nonprofit
organizations, Dyck (1997) found that about 20 percent of existing organizations were
started by groups of people who left their parent organization.
Identification of Legal Issues Associated with Departure
The literature concerning the departure of fiscally-sponsored projects from their
sponsors is directed primarily to legal analyses of the project-sponsor relationship. None
of the texts available addresses specific decision-making about project exit. However,
Colvin (1993) discusses key issues that should be addressed in the initial contract
between sponsor and project, and recommends that terms of a possible separation be set
forth in a board resolution adopted by the sponsor, in the sponsor's administrative
procedures, or in a written contract. Individual terms that Colvin suggests be covered by
such an agreement include:
-

Dispensation of tangible assets such as cash, equipment, supplies, etc.

-

Fate of intangible assets such as logo, trademarks, mailing list, etc.

-

Identification of liabilities
Preconditions for the sponsor to release the project (such as independent
incorporation and tax-exempt status, demonstrated ability to operate competently,
sponsor representation on the project's board, and consent of funders.)

-

Delegation of authority to make the separation decision

-

Method of transfer of assets and liabilities.

-

A provision for the enforceability of the terms of separation (Colvin, 1993).
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Colvin's analysis was extremely helpful in developing the pre-identified factors
and demographic questions used in the interview schedule for this study, particularly
those regarding sponsor involvement in separation decision-making and the existence of
a pre-established exit plan.
The need for a pre-established exit plan was also emphasized by a case in Florida,
recounted by Greene (1992), which involved the separation ofthe Save the Manatee Club
from its fiscal sponsor the Florida Audubon Society. When the project made a decision
to leave the fiscal sponsor, the sponsor dismissed the club's executive director, "ordered
the locks changed at the club's office, and took control of its mailing list, trademarks,
bank account and other property and operations-thereby exercising what [the sponsor]
termed the society's fiduciary responsibility by refusing to let the club sever its ties" (p.
26). The dispute was ultimately settled in court.
Despite the obvious importance of an exit procedure in any sponsor-project
agreement, one of the few existing "how-to" legal analyses of fiscal sponsorship, Y arvis'
1995 publication Fiscal Sponsorship Arrangements, does not address distribution of
project assets or other tangible or intangible property upon separation. This silence on
the topic in one of the few guides available to managers highlights the need to understand
whether and how projects and sponsors address potential separation in their agreements.

17

Development of the Pre-identified Factors
There are 14 pre-identified potential decision-making factors used by this study.
The available literature, although sparse, was somewhat helpful in identifying and
confirming the importance of many of these factors.
Projects customarily pay a sponsorship fee to sponsors in return for sponsorship
services. This fee, normally based on gross revenue, ranges from 5 to 15 percent (Colvin,
1993). One of the pre-identified factors in this study concerns a financial equation that
favors independent provision of essential services (F1). This financial equation factor
was included based on the assumption that some projects will have reached a budget level
such that they could acquire the same services for an equal or lesser amount than the
percentage fee charged by the fiscal sponsor. This equation seems to be closely related to
Factor 13, which pertains to the perceived value of services received in exchange for the
sponsorship fee.
The business incubator model has received wide attention and study in the last
decade. In their 1999 study comparing fiscal sponsorship to the business incubator
model, Vinokur-Kaplan and Connor found that in addition to providing low-cost physical
space, sponsors also typically provided "shared support services, and a network of peers
and seasoned professionals with whom new entrepreneurs and advocates can develop
their organizations-<Jften all under one roof' (p. 2). The study focused on the
importance of co location in incubated organizations, and compared three nonprofit cases
to the literature available about business incubation. One of their findings was that
colocation was a key element in the incubation process, increasing the efficiency and
effectiveness of incubated projects in both sectors. This synergy of co location is also
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described by NBIA (200 1) in its list of classic business incubator characteristics. As
fostered projects outgrow the space made available through a fiscal sponsor and are
forced to move to a new location, they may feel that they are losing two valuable
incentives to remain with the sponsor: the availability of low-cost space and the synergy
of colocation. The factor loss of shared space (F2) was included in the study to explore
the loss of these benefits on project separation decision-making.
Vinokur-Kaplan and Connor (1999) also assert the importance offiscal
sponsorship in reducing the administrative burden for incubated projects, especially in
helping smaller nonprofit organizations to cut down on necessary costs through
elimination of redundant infrastructure. The United Way guide to fiscal sponsorship
( 1986) also stresses the importance of the development of appropriate systems and
procedures within the project. In this study, Factors 6 and 7, dealing with the
development ofredundant internal systems, were included to determine if projects of a
certain size and complexity find themselves developing and maintaining record-keeping
systems separate from the aggregated systems maintained by their sponsors. Redundancy
may place pressure on projects to consider independence. Lack of value (F13) was also
included to determine whether a lack of perceived value for sponsorship fees was
associated with redundant systems (F6 and F7) (which relate to economies of scale
enjoyed by small organizations) or with loss of shared space (F2).
The literature concerning the formation of breakaway organizations was helpful in
formulating the factor power struggle (F3 ), which postulates that friction may develop
over time as a result of a project's natural individuation, causing irreparable rifts with the
sponsor. The study of breakaway organizations has focused on developing a process
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model to describe the formation of fault lines within previously undivided organizations.
A key finding by Dyck and Starke (1999) was that the separation process unfolded in six
stages: relative harmony, idea development, change, resistance, intense conflict, and exit.
This is reminiscent of the development of conflict between a parent and child as the child
grows and individuates. While that research looked at organizations where no natural
distinction between groups was anticipated, the researchers endeavored to identify a
process whereby a cohesive organization is divided by increasing loyalties among some
group members to a subgroup. Because subgroups are inherent in the fiscal sponsorship
model and the relative autonomy afforded to projects in Model A relationships allows for
the development of unique subgroup identity, the fiscal sponsor model is likely to foster
increasing loyalty of project employees to their subgroup over time. As the project grows,
the number of subgroup members and the project's sense of individual identity may also
grow. This growing sense of subgroup identity may develop at the expense of the
project/sponsor relationship. Therefore, an analogy between the process model for
breakaway organizations and the desire of some projects to seek independence was tested
by this study through the inclusion of power struggle (F3).
The interpersonal conflict factor (F 10) also addresses the development of fault
lines through interpersonal conflict. However, the question relating to this factor was
intended to assess conflict between individuals rather than conflict between groups as in
the breakaway organization process model.
Development of the autonomy factor (F8) was also informed by the research on
breakaways. A breakaway organization forms when a group of organizational members,
frustrated by their inability to implement change in their parent organization, leave it and
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start up a new organization in which they are free to implement their ideas (Davis, 1990;
Worchel, 1998). In fiscal sponsorship, final authority and responsibility for all the
actions ofthe project is vested with the sponsor. Thus, the leaders of a developing
project may find that they cannot chart the project's course with sufficient independence.
Factor 8 addressed this desire on the part of project leaders for more autonomous
decision-making.
The importance of mission compatibility was emphasized by United Way (1986)
and Yarvis (1995) in their fiscal sponsorship guides, and in the case of the Florida
Audubon Society and its project, the Save the Manatee Club as reported by Greene
(1992). The United Way stresses the importance of"mutual goals" and emphasizes the
potential negative impact on the legal status of the fiscal sponsor if a project's objectives
are significantly different from that of the tax-exempt sponsor (p. 11).
In the Florida case reported by Greene (1992), the Save the Manatee Club cited a
fear that the Florida Audubon Society would take lobbying positions incompatible with
its own as one of its reasons for seeking separation. The Audubon Society agreed on that
point. "That would be a disaster for the manatee, and would make us both look like
idiots," said Rosa Durando, conservation chair of the Audubon Society of the Everglades
(as quoted by Greene, p. 28). Factor 11, mission incompatibility, was included to
measure the presence of mission incompatibility as a factor in project separation.
Because a project's finances and legal status are intimately bound with those of
the sponsor, sound fiscal management of project resources is of critical concern to the
sponsor. As the sponsor bears legal and fiduciary responsibility for accounting, payroll,
purchasing, operations, budget, planning, and ultimately, evaluation (United Way, 1986),
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it is of paramount importance to the sponsor that the project cultivate good financial and
personnel management practices, positive funder relations, a compatible mission, and a
sound working relationship. If a project fails to meet the sponsor's minimum
expectations, the sponsor may feel compelled to ask the project to leave. This possibility
was addressed by this study through Factor 14 (sponsor request to leave). As Yarvis
(1995) predicts, "any agreement is only as good as the parties' intent to abide by its
terms. No amount of expert drafting will cause the parties to honor the agreement if there
is not a 'meeting of the minds"' (p. 5).
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CHAPTER THREE
Subjects and Respondents
The unit of analysis for this study was individual projects that separated from a
select list of fiscal sponsors consisting of four fiscal sponsors from the San Francisco Bay
Area, and one from the Los Angeles area. These five fiscal sponsor organizations were
selected because their missions, or a substantial part of their total activities, are dedicated
to fostering or incubating new organizations. Each is among the largest fiscal sponsors in
its region, fosters a sizeable number of projects, and has been serving as a fiscal sponsor
for at least five years. In order to obtain a sample of projects that could provide
perspective across a wide range of issue areas, sponsors addressing a wide range of issues
were chosen. The sponsors included an environmental organization, a community
foundation, and three general umbrella groups.
Four of the sponsors had fewer than 15 alumni projects. For those sponsors, the
sample consisted of all their alumni projects. The fifth sponsor had a disproportionately
large number of alumni projects, so a random sample of its alumni projects was taken,
producing a sample in proportion to the total number of alumni projects of the other
sponsors. Only projects that sought independence, became incorporated, and achieved
501(c)(3) status were considered alumni. Projects that left to join another fiscal sponsor
or decided to dissolve rather than seek independence or 501(c)(3) status were not
included. The fate of the alumni project-that is, whether the alumni project ultimately
failed or succeeded-was not considered in determining suitability for participation in
this study, because the topic of investigation was limited to the time period immediately
surrounding the decision to separate.
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The individual who served as director or senior paid staff for the project at the
time of separation was interviewed on behalf of the project, regardless of his or her
current employment status with the alumni project.
Research Design
This study took a descriptive approach to the research questions defined in
Chapter One. The primary question was, What are the decision-making factors present
when fiscally-sponsored projects decide to leave a fiscal sponsor? The study also sought
answers to the following questions:
-

Which of the factors were considered important by the project?

-

Are there factors that are usually present in combination?

-

Do individual factors or groups of factors vary by fiscal sponsor or by issue area?

-

Do the factors, or combinations of factors, vary by group size, budget size, board size,
term of sponsorship, issue area (environment, health, etc.), or by other demographic
traits?

-

Are fiscal sponsors involved in the separation decisions?

-

Who initiates the process of separation?

-

How does a separation decision affect the quality of a project's relationship with its
fiscal sponsor?

-

Are pre-existing agreements or procedures for separation in place?
Instrumentation
Project directors were interviewed by phone using the interview schedule in

Appendix A.
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Procedures
· The current leadership of each of the fiscal sponsors was contacted by phone, the
purpose of the study was explained, and their assistance obtaining a list of alumni
projects and the names and last known contact data for the project directors was
requested. Fiscal sponsors were also asked to sign or endorse by e-mail a letter
(Appendix B) stating their agreement to this use of the alumni contact list they provided.
Because the findings of the study may be useful to sponsors, a complementary copy of
the final, approved findings and conclusions (Chapters Four and Five) was offered to
each. The names and contact information for 36 alumni project directors were obtained
in this manner.
If contact information provided by the sponsor was no longer valid, the project, if
still in existence, was contacted directly to obtain current contact information for the
director named by the sponsor. Alternately, a web search or a phone call to nationwide
information was made to obtain current contact information for the individual.
Each project director was sent an introductory letter (Appendix C), and then
contacted by phone and asked to participate (Appendix D). In all, 22 project directors
were reached by phone. One declined to be interviewed. Of the remaining 21, all agreed
to participate and were interviewed by phone using the instrument in Appendix A. After
the interviews, two cases were eliminated from the data pool when it became clear that
the project did not meet the selection criteria for inclusion in the study. Data from 19
cases were analyzed .. The other 14 project directors named by the sponsors were either
untraceable or unreachable by phone.
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Questionnaires were coded so that individual responses and sponsor identities
remained confidential. Only case numbers, or aggregations of responses for each
sponsor, are used in the report of findings in Chapter Four.
The interview consisted of four sets of questions. First, the respondent was asked
a series of closed-ended questions about demographic features of the project at the time a
decision was made to leave the sponsor. These factors included the number of
employees, annual budget size, number of board members, term of sponsorship, and
project issue area (environment, arts, social justice, social service, health, youth, and
other). Three questions with yes or no answers were asked to assess board involvement
in key project management areas (fundraising, management, and the departure decision).
Respondents were then asked whether the fiscal sponsor was involved in the
decision (yes or no question), and whether the announcement of the decision to separate
affected the relationship with the fiscal sponsor. Respondents were asked to use a fivepoint scale to rate the quality of their working relationship with the sponsor before
announcing the decision and the quality of the relationship just after the announcement.
Next, a series of questions with yes or no answers regarding the presence of
various possible factors was posed. If a respondent indicated that a factor was present,
the respondent was asked to rate the importance of the factor to the decision on a fivepoint scale. All14 pre-identified factors (defined in Chapter One) were considered in
this way.
Finally, an open-ended question was posed to determine if other decision-making
factors had been considered. Each factor identified by the respondent was recorded. If
the named factor was not a duplicate of one of the pre-identified factors, the respondent
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was asked to rate its importance using the same five-point scale that was used for the preidentified factors. Additional comments made by the respondents during the interview
were also recorded.
Operational Definitions of Relevant Variables
Individual Factors
In Chapters Four and Five, the pre-identified factors are referred to by their
shorthand name, as indicated in Table 1.
Presence of the 14 pre-identified factors was determined by a positive or negative
response to the related questions in the phone interview schedule (Appendix A). Table 1
indicates whether a positive or negative response to the related question in the interview
schedule determined the presence of the factor. The factor numbering and the interview
numbering systems are not identical because, in some cases, there are multiple questions
pertaining to a single factor. Table 1 also provides a key to the two numbering systems.
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Table 1
Key to Factor Labeling, Related Interview Questions,
and the Trigger (Yes/No) Answer Determining Factor Presence
Factor

Short factor description

Related interview

Answer indicates

factor question

presence

Factor 1

Financial equation

2

Yes

Factor 2

Loss of shared space

1

Yes

Factor 3

Power struggle

10

Yes

Factor 4

Branding

3

Yes

Factor 5

Maturation

7

Yes

Factor 6

Presence of redundant systems

9

Yes

Factor 7

Wish to avoid redundant systems

8

Yes

Factor 8

Autonomy

4

Yes

Factor 9

Pressure from funders to stay

5

Yes

Factor 9.5

Pressure from funders to separate

6

Yes

Factor 10

Interpersonal conflict

11

Yes

Factor 11

Mission incompatibility

12

No

Factor 12

Previously established plan

13

Yes

Factor 13

Lack of value

14

No

Factor 14

Sponsor request

15

Yes
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The factor variables were operationalized using the following coding systems.
Raw data about the presence of the 14 pre-identified factors were ordinal: 0 =
N/A, 1 =yes, 2 =no.
These data were then converted to a different ordinal scale, reflecting the presence
of the 14 pre-identified factors, using Table 1. The scale was: 0 = N/A, 1 =present, 2 =
not present.
Data about the importance of factors were also ordinal, from this five-point scale:
0 = N/A, 1 =didn't consider, 2 =not important, 3 =important, 4 =very important, 5 =
extremely important.
Data from the open-ended factor question (Were there any other factors that I
haven't mentioned that were important in your decision-making?) were coded using these
same ordinal present/not present and importance scales.
Demographic Data
Demographic questions included the number of employees, annual budget size,
number of board members, and term of sponsorship. Interval data were collected and
converted to the following ordinal scales:
Number of employees.
Data for number of employees were coded: 0 = N/A, 1 =one to four, 2 =five to
eight, 3 = nine to eleven, 4 = twelve or more.
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Annual budget.
Data for the annual budget size of the projects was coded: 0 = Nl A, 1 = $1100,000, 2 =$100,001 - $250,000, 3 =$250,001 - $500,000, 4

=$500,000- $999,999, 5

=$1,000,000 or more.
Number of board members.
Data regarding the number of board members will be coded: 0 = no board, 1 = 3 6 (small board), 2 = 7-12 (medium-sized board), 3 = 12- 24 (large board), 4 = 25 or
more (very large board), 5 = NIA.
Length of sponsorship.
Data on the term of sponsorship will be coded: 0 = N/A, 1 = less than 1 year, 2 =
more than 1 year but less than 2 years, 3 = 2 or 3 years, 4 = 4 or 5 years, 5 = more than 5
years.
Issue and fiscal sponsor data.
Fiscal sponsor data (coded for confidentiality) were nominal, and were coded: 1 =
Sponsor A, 2 = Sponsor B, 3 = Sponsor C, 4 = Sponsor D, 5 = Sponsor E.
Project issue area data were also nominal, and was coded as follows: 0 = NIA, 1 =
environment, 2 = arts, 3 = social justice, 4 = social service, 5 = health, 6 = youth, 7 =
other.
Board involvement.
Three questions regarding type of board involvement in fundraising, management,
and the departure decision produced ordinal data, which were coded: 0 = N/A, 1 =yes, 2
=no.
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Fiscal sponsor relationship.
Data regarding the involvement of fiscal sponsors in the departure decision were
also ordinal, and were coded: 0 = N/A, 1 =yes, 2 =no.
Data regarding the quality of project-sponsor relationship were ordinal, from this
five-point scale: 0 = N/A, 1 =very good, 2 =good, 3 =just okay, 4 =not good, 5 =very
bad.
Treatment of Data
The findings from the analysis described below can be found in Chapter Four.
Conclusions drawn from the findings are presented in Chapter Five.
Individual Factors
Respondent answers indicating the presence of the pre-identified individual
factors were used to answer the research question, What are the decision-making factors
present when fiscally-sponsored projects decide to leave a fiscal sponsor? A mode was
calculated to determine the single factor most frequently identified (in this case two
factors tied for the mode). Simple frequency data for all pre-identified factors were
presented in Table 2.

.

A bar chart (see Figure 1) was then produced, showing the frequency with which
all factors were present using the converted variable (present, not present). Factors not
present were disregarded in this and all further analysis. Finally, a matrix of gammas of
all the factors was created to demonstrate which factors are most likely to co-occur (see
Table 14).
Data from the five-point scale were used to answer the research question
regarding the importance of individual factors. A bar chart (see Figure 2) was produced
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to graphically show the relationship of factor presence frequency to the relative
importance of each factor. The relative importance was calculated as the sum of the
importance scores divided by the number of cases in which the factor was present.
Figure 2 was created to demonstrate that some factors are more important than others, by
graphically depicting both the relative importance of each factor, and the number of times
it was present. From this chart, the importance of individual factors, and groups of
factors, is clearly apparent.
It was clear from Table 1 that the 14 pre-identified factors fell into roughly three

categories: frequent, varying, and rarely or never present. Because the frequent factors
were present in 78 percent or more of valid cases, and the rare or absent factors did not
seem to play a major role in decision-making, analysis of the relationship of individual
pre-identified factors to the nonfactor variables was limited to those five factors that
varied considerably by case. Analysis of the varying factors was most likely to reveal
useful information. The varying factors were defined as those that appeared in more than
one, but less than 60 percent of cases. The varying factors are Factors 3, 8, 9.5, 10 and
13. A table of gammas (see Table 15) was constructed to demonstrate the significance of
the relationship between these four factors and all the nonfactor variables.
Frequency distribution tables and bar charts graphing factor importance were
generated for each individual factor to assess characteristics unique to that factor (see
Tables 3-13 and Figures 3-11 ).
Issue and Fiscal Sponsor Data
A frequency distribution table was created to determine if the study goal to
include a wide range of issue areas was achieved (see Table 16). A frequency
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distribution table was also created to determine the number of projects from each fiscal
sponsor participating in the study. However, to protect the confidentiality of the sponsors
and the projects, this table is not included in Chapter Four.
A frequency distribution table (coded for confidentiality) was created to compare
subject's responses to the question regarding the presence of pre-determined exit
procedures (see Table 17).
Table 15 was used to answer the question of whether individual factors or groups
of factors vary by issue type or fiscal sponsor.
Demographic Data
Frequency distribution tables were created for each of the questions regarding
demographics (see Tables 18, 20, and 21). In addition, a crosstabulation table (see Table
19) was used to analyze the relationship between budget size and number of employees.
A crosstabulation of the data for term of sponsorship and the data for budget size
showed no relationship between these two demographic variables.
The relationship of the demographic variables to the variable factors is displayed
in Table15.
Board Involvement
To answer the research question regarding the involvement of boards, a bar chart
was produced showing the involvement of boards in fundraising, management, and
decision-making (see Figure 14).
A crosstabulation table was also produced to show the relationship between board
size and involvement in the separation decision (see Table 22).
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The relationship of board involvement to the variable factors was evaluated using
Table 15.
Fiscal Sponsor Relationship
Finally, data about involvement of the fiscal sponsor in the decision-making
process and the quality of the relationship before and after the decision were analyzed to
answer the remaining research question: How does the decision affect the quality of the
project's relationship with the fiscal sponsor?
Two bar charts were produced to illustrate the variance in the quality of projects'
relationships with their boards (see Figures 15 and 16).
The significance of relationships between these fiscal sponsor variables and the
variable factors was analyzed using Table 15.
Limitations of the Study
The study intentionally did not sample projects that remain with their fiscal
sponsor. (Two of the cases were excluded from analysis when it was learned, during or
after the interview, that the projects were still under sponsorship). Because the study
does not compare the decision-making of projects whose leaders elected to stay with a
sponsor to that of projects whose leaders chose independence, it is not possible to state,
from this data, whether the presence or absence of any factors is associated with a
decision to stay with the sponsor; nor is it possible to determine whether the factors
associated with leaving in fact make projects more likely to leave.
While such a finding would be extremely helpful for fiscal sponsors and projects,
it was not within the scope of this research to query all projects, both current and alumni,
for each of these fiscal sponsors. One important reason for limiting the research is the
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unique legal environment and semi-formed state in which sponsored projects operate.
The individual factors influencing their decision to become--or remain-sponsored may
be as varied as their number. It is more reasonable to anticipate factors that might be
common to organizations that consider themselves ready to leave a fiscal sponsor than to
postulate all the unique factors that might induce a project to stay. Such a study would
require an entirely different design.
It would be interesting to compare sponsors' own perceptions about the presence

of these same factors and their importance with the data provided by the project directors.
However, to preserve the confidentiality of individual responses, sponsors were not
informed which of their projects participated, nor were they given access to the specific
responses of their alumni projects. It would be impossible to discuss specific differences
in detail without revealing to the sponsor the project directors' answers. Therefore, this
comparison could not be made.
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CHAPTER FOUR
General Discussion of Findings
Clear patterns emerged from this research regarding the presence of individual
factors and their relative importance to project directors considering independence.
While the study's sample was small-of the 21 interviews conducted, 19 cases matched
the selection criteria and 18 completed the entire survey-some patterns were easily
discernable. Of the 14 pre-identified factors, six were present in at least 13 of the 18
cases. Two factors were never present, and two factors were present in only one case.
The same factors that were frequently present were also frequently cited as important by
the respondents, indicating that these six factors play a key role in projects' separation
decisions. A discussion of these findings follows in the next section.
Other patterns were also obvious. Overwhelmingly, sponsors were not involved
in decision-making about separation. Further, as the presence of the six key factors was
so predominant, it was clear that analysis of demographics, board involvement, and
sponsor-project relationship quality, as they relate to the presence of these factors would
not be particularly revealing. Therefore, the relationship analysis was limited to those
factors that did seem to vary by case (appearing more than once, but in 60 percent or
fewer of the cases). Those factors were power struggle, autonomy, funder pressure to
separate, interpersonal conflict, and lack of value (Factors 3, 8, 9.5, 10, and 13).
Presence of 14 Pre-identified Factors
Patterns
Table 2 clearly indicates the dominance of six factors-financial equation,
branding, maturation, presence of redundant systems, wish to avoid redundant systems,
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and a previously established plan (Factors 1, 4, 5, 6, 7, and 12)-all of which appeared in
at least 72 percent of the 18 cases for which there were data. Factor 9, pressure from
funders, was split into two factors to reflect the differing results from the two questions
on the interview schedule about funder impact. Funder pressure to stay is now Factor 9,
and funder pressure to separate is Factor 9.5. The interviews revealed that mission
incompatibility (F 11) and sponsor request (F 14) were never present. Therefore, those
factors were disregarded.
Reading the Tables
Regarding the presentation of frequency distribution tables in Chapter Four,
percentages are given in three separate columns because some respondents did not
provide answers to every question. Responses are divided into Valid (answered the
question) and Missing (did not answer the question). The first percentage column, titled
Percent, presents the percentage distribution inclusive ofValid and Missing data. The
Valid Percent column only reflects the percentage distribution among the Valid data, and
the Cumulative Percent column is a running total of the percentages in the Valid column.
In all tables, N is equal to the number of cases. A key to the factor labeling system
appears in Chapter Three (see Table 1).
A table of gammas and their associated significance levels was constructed to
illustrate relationships between each of the factors (see Table 5). Table 6 is also a table of
gammas and associated significance scores. Table 6 shows the significance of the five
factors that appeared more than once but in less than 60 percent of cases (Factors 3, 8,
9.5, 10, and 13) in relation to each of the nonfactor variables.
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Gamma is a proportionate reduction measure that shows strength of association
between two ordinal variables. It varies between -1, 0, and 1 with the sign designating
whether the association is positive or negative and the size of the coefficient designating
the strength of association. A gamma of. 7, for example, means that 70 percent fewer
errors are expected in predicting the dependent variable based on knowledge of the
independent variable, compared to the number of errors to be expected without
knowledge of the independent variable. Because the sample for this study is small, and
for some variables only one case differs in value from the others, a gamma of 1, while
correct, does not necessarily indicate a strong association. For this reason, significance
levels were considered more closely than gammas. Gammas are presented only in the
interest of completeness. In addition to gamma calculations, Tables 5 and 6 show the
significance scores associated with each gamma, if the significance was <.05.
Measures of significance denote whether it can be inferred that there is an
association in the population from which the sample was drawn, subject to a known
chance (the significance level) of being wrong in reaching that conclusion, assuming the
sample was drawn randomly from the population. In other words, a significance level of
<.05 means that the probability of getting different results from a different random
sample of the same population is less than five in one hundred.
In this study, where no inference is being made to the general population, and the
sample is not random, significance scores were used simply to identify important
relationships within the data, and are indicated in the table of gammas by asterisks. A
score of <.05 (*)was deemed significant, <.01 (**)very significant, and <.001 (***)
extremely significant.
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Table 2
Presence of Pre-identified Factors
N of occurrences

Factors

Financial equation

16

Maturity

16

Branding

14

Wish to avoid redundant systems

14

Previously established plan

14

Presence of redundant systems

13

Lack of value

10

Funder pressure to separate

9

Interpersonal conflict

7

Autonomy

7

Power struggle

4

Loss of shared space

1

Funder pressure to stay

1

Mission incompatibility

0

Sponsor request

0

Note. Fx = Factor x. Factor 9 was split
into two variables for analysis: F9 =
funder pressure to stay with the sponsor,
F9.5 = funder pressure to separate.
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Figure 1. Summary of occurrences of each pre-identified factor. Fx =Factor x.

In Figure 1, the financial equation (Fl) and maturation (F5) appear to share the
most important role, appearing in 89% of valid cases.
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Figure 2. Factor frequency, cumulative importance, and mean importance. Fx =Factor x.
Cumulative importance= sum of importance scores. Mean importance= sum/frequency.
Means are positioned above the cumulative score bars.

However, when the data illustrating the importance of each factor to decisionmakers are added, it becomes clear that while power struggle (F3) and pressure from
funders to separate (F9.5) have higher mean importance scores, the financial equation
was the single most influential factor in the sample when the factor is considered as a
combination of frequency and importance score. Figure 2 shows the frequency of
occurrence of each factor (light bars), the sum of the values of the importance scores
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(extremely important= 5, very important= 4, important= 3, not important = 2, didn't
consider= 1) assigned by the respondents to each factor (dark bars), as well as the mean
score (sum divided by frequency) for each factor (above the cumulative importance bar).
While, strictly speaking, cumulative importance is not a valid measure of the importance
of any one factor compared to any other factor, a graphical representation ofthe
cumulative scores does help to reinforce the importance of the six most frequently
occurring factors, because all those factors also had mean importance scores >/=3 .6.
Individual Factors
The frequency and importance of individual factors varied greatly.
Factor 1: A financial equation that favors independent provision of essential
administrative services.

Table 3
Financial Equation (F1)

ResEonses F 1
Present
Valid
Not present
Total
Missing System
Total

Freguenc~

16
1
17
2
19

Percent
84.2
5.3
89.5
10.5
100.0

Valid
Eercent
94.1
5.9
100.0

Cumulative
Eercent
94.1
100.0

Because of the frequency and high mean importance score of the financial
equation factor, it is the single most influential factor. A financial equation favoring
independence was present in 16 cases out of 18 for which there were data. When present,
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it was always labeled as important, very important, or extremely important. The one
respondent who declined to answer the question about this factor added that there were
"pros and cons" regarding the financial implications of independent provision of services.

Extremely important

Important
Very important

Factor 1 Importance

Figure 3. Respondent-assigned importance for financial equation (Fl). Frequency= N.

Factor 2: A need to physically separate from the fiscal sponsor due to space
constraints.
Only one respondent indicated that this factor was present in the 19 cases for
which there were data. From the five-point scale, the respondent ranked this factor as
important. Interestingly, this is the same respondent who discussed the pros and cons of
the financial equation, and declined to answer that question.
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Factor 3: A dynamic between fiscal sponsor and the project that has evolved into
a power struggle.

Table 4
Power Struggle (F3)

ResEonses F3
Valid
Present
Not present
Total
Missing System
Total

Freguenc~

4
14
18
1
19

Percent
21.1
73.7
94.7
5.3
100.0

Valid
Eercent
22.2
77.8
100.0

Cumulative
Eercent
22.2
100.0

While a power struggle (F3) was present in only four of the 18 cases for which
there were data, it was always considered either important or extremely important.
The power struggle factor has a significant relationship with branding (F4),
presence of redundant systems (F6), interpersonal conflict (F 10), previously established
plan (F12), and lack of value (F13), as indicated by the table of gammas (see Table 5).
Additionally, Table 6 shows the significance of the relationships between the power
struggle factor and the nonfactor variables relating to board involvement in fundraising
and the decision to leave, and to the quality of the project/sponsor relationship before the
decision to leave was made.
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Extremely important

Important

Factor 3 Importance

Figure 4. Respondent-assigned importance for power struggle (F3). Frequency= N.
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Table 5
Gammas and Significance Relationships Between Pre-identified Factors
Factors

Factors

Power
struggle

Branding

Maturity

Presence
of
redundant
systems

Wish to
avoid
redundant
systems

Autonomy

Funder
pressure to
stay

Lack of
value

Funder
pressure to
separate

lnterperson
a! conflict

Previously
established
plan

1.00

1.00

-1.00

1.00

1.00

1.00

1.00

1.00

1.00

1.00

1.00

1.00

1.00

1.00

1.00

-1.00

-1.00

-1.00

1.00

1.00

-1.00

1.00*

-.625

1.00*

1.00

.765

1.00

.600

1.00**

1.00*

1.00*

.625

.571

.714

1.00**

1.00

.600

.385

.950*

-.440

.625

1.00

1.00

1.00

-.250

.625

-1.00

.895*

.548

1.00

.730

1.00

.571

-.034

1.00**

1.00

.000

1.00**

.714

.231

F8

1.00

.628

.561

.385

-.273

F9

-

1.00

F2
F3
F4
~

-

Loss of
shared
space

1.00

Fl

0\

Financial
equation

F5

.500

F6
F7

F9.5
FlO
F12

1.00

1.00

1.00

-.231

.000

.143

1.00**

.250
-.440

Fl3

Note. Because the sample was small, and for some variables only one case differs in value from the others, a gamma of 1, while correct, does
not necessarily indicate a strong association. For this reason, significance levels were considered more closely than gammas. * = significant
(< .05), ** = very significant (<.01), ***=extremely significant (<.001).

Table 6
Gamma and Significance Relationships Between Nonfactor Variables and
Varying Factors (3, 8, 9.5, 10, and 13)
N onfactor variables

Factors
Power

Autonomy

struggle

Funder

Inter-

Lack of

pressure to

personal

value

separate

conflict

Number of employees

.333

-.306

.059

.191

.333

Budget size

.238

-.016

.088

-.097

.037

Board size

.176

-.059

.193

.137

.280

Term of sponsorship

.171

.246

.115

.167

.091

Fiscal sponsor

-.317

.529

-.571

.019

-.362

Board involvement: fundraising

1.00**

.429

-.333

1.00***

.200

Board involvement: management

.556

-.707

.351

.143

.842**

Board involvement: decision

.875*

-.111

-286

.895**

1.00**

Project/sponsor relationship before

-.911 **

-.567*

.313

-.738**

Project/sponsor relationship after

-.551

-.133

.200

.246

-.759**

Separation procedure

.056

.417

.520

-.250

-.875**

Issue area

.609

-.063

-.500

.688**

-.414

-.564

"Note. Because the sample was small, and for some variables only one case differs in value
from the others, a gamma of 1, while correct, does not necessarily indicate a strong
association. For this reason, significance levels were considered more closely than gammas.
*=significant(< .05), ** = very significant (<.01), ***=extremely significant (<.001).
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Factor 4: A desire to brand the project's name separate from that of the fiscal
sponsor.

Table 7
Branding (F4)

ResEonses F4
Freguencl
Valid
Present
14
Not present
4
Total
18
Missing System
1
Total
19

Percent
73.7
21.1
94.7
5.3
100.0

Valid
Eercent
77.8
22.2
100.0

Cumulative
Eercent
77.8
100.0

Although this factor was frequently present, the number of cases ranking it
extremely important was equal to the number of cases ranking it not important, indicating
that this factor, which was nearly always present when the project decided to leave,
carried different weight for different organizations (see Figure 5).
Branding has a significant relationship to power struggle (F3), autonomy (F8),
and funder pressure to separate (F9.5) (see Table 5).
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Not important

Very important
Important

Extremely important

Factor 4 Importance

Figure 5. Respondent-assigned importance for branding (F4). Frequency= N.

Factor 5 : A natural part of maturation.

Table 8
Maturation (F5)

Freguencl:
Res12onses F5
16
Present
Valid
2
Not present
18
Total
1
Missing System
19
Total

Percent
84.2
10.5
94.7
5.3
100.0
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Valid
12ercent
88.9
11.1
100.0

Cumulative
12ercent
88.9
100.0

While this factor tied in frequency of occurrence with the financial equation
factor, it was not as important as the financial equation. Only three respondents ranked
this factor as extremely important, almost as many as those who did not consider it at all.
The single respondent, Respondent 3, who indicated a financial equation favoring
independent provision of essential services was not present, also stated that the departure
was not a natural part of maturation (F5). Clearly, there was something unusual taking
place in that organization. In fact, Respondent 3 was one of the few that indicated that a
power struggle (F3) and interpersonal conflict (FlO) were present and important. This
case will be discussed further below.

Didn't Consider

Very important
Important

Extremely important

Factor 5 Importance

Figure 6. Respondent-assigned importance for maturation (F5). Frequency= N.
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Factor 6: The presence of redundant internal systems.

Table 9
Presence of Redundant Systems (F6)

ResEonses F6
Valid
Present
Not present
Total
Missing System
Total

Freguenc~

13
5
18
1
19

Percent
68.4
26.3
94.7
5.3
100.0

Valid
Eercent
72.2
27.8
100.0

Cumulative
Eercent
72.2
100.0

This factor also varied greatly in importance to project decision-makers. While it
was present in 13 of the 18 cases for which there were data, the number ofcases ranking
the factor as extremely important equaled the number ranking it not important.
The presence of redundant systems has a significant relationship with a desire for
more autonomous decision-making (F8) and, predictably, with a wish to avoid redundant
systems (F7) (see Table 5).
One respondent who did not indicate the presence of either redundant systems
factor stated, "We used our sponsors' administrative and reporting to its full capacity
(Respondent 19)."
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Not important

Very important
Important

Extremely important

Factor 6 Importance

Figure 7. Respondent-assigned importance for presence of redundant systems (F6).
Frequency= N.

Factor 7: A wish to avoid redundant administrative systems.

Table 10
Wish to Avoid Redundant Systems (F7)

ResEonses F7
Present
Valid
Not present
Total
Missing System
Total

Freguenc~

14
4
18
1
19

Percent
73.7
21.1
94.7
5.3
100.0
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Valid
Eercent
77.8
22.2
100.0

Cumulative
Eercent
77.8
100.0

Factor 7, a wish to avoid redundant systems, was clearly important to decisionmakers, who ranked it either very important or extremely important in 76 percent of cases
(see Figure 8). It is notable, then, that 14 percent of respondents considered the factor not
important. This factor is closely related to actual presence of redundant systems (F6).
Predictably, these factors appeared together, with the exception of one case where
redundant systems had not developed, and the wish to avoid them, while present, was
considered not important. Comments from respondents indicated that sponsor turnaround
time and lack of reporting flexibility were troublesome for some projects, and drove the
development of redundant systems.
Respondent 3, mentioned above (in the discussion of Factor 5), also indicated that
this very common factor, and the related factor, presence of redundant systems, were not
present.
A wish to avoid redundant systems (F7) has a very significant relationship with
autonomy (F8) and interpersonal conflict (FlO) (see Table 5).
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Not important

Very important
Important

Extremely important

Factor 7 Importance

Figure 8. Respondent-assigned importance for a wish to avoid redundant systems (F7).
Frequency = N.

Factor 8: A desire for more autonomous decision-making authority.

Table 11
Autonomy (F8)

ResEonses F8
Present
Valid
Not present
Total
Missing System
Total

Freguenc~

7
11

18
1
19

Percent
36.8
57.9
94.7
5.3
100.0
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Valid
Eercent
38.9
61.1
100.0

Cumulative
Eercent
38.9
100.0

When present, a desire for more autonomous decision-making was always
considered important by the respondents. However, it was only present in seven of the
18 cases for which there were data. As illustrated in Table 5, this factor has a significant
relationship to branding (F4) and a wish to avoid redundant systems (F7). Although there
is no apparent relationship between autonomy and the other nonfactor variables, there is a
significant relationship between autonomy and the quality of the project/sponsor
relationship prior to a separation decision (see Table 6).
4

8

2

~

CT'

&:

2

0
Important

Extremely important
Very important

Factor 8 Importance

Figure 9. Respondent-assigned importance for autonomy (F8) Frequency= N.

Factor 9: Pressure from funders to stay with the sponsor.
This factor was present in only one case. The respondent reported that the factor
was not considered in deciding to separate.
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Factor 9.5: Pressure from funders to separate.

Table 12
Funder Pressure to Separate (F9.5)

ResEonses F9.5
Valid
Present
Not present
Total
Missing System
Total

Freguenc~

9
9
18

1
19

Percent
47.4
47.4
94.7
5.3
100.0

Valid
Eercent
50.0
50.0
100.0

Cumulative
Eercent
50.0
100.0

Funder pressure to separate, or pressure caused by the unwillingness of funders to
fund a sponsored project, was much more prevalent. Half of the 18 cases for which there
were data reported pressure from current or potential funders, although they did not agree
on its importance. While most found funder pressure at least important-if not very or
extremely important-two did not find the pressure important (see Figure 10). Many
respondents commented on funder unwillingness to pay the routine sponsorship fee as a
real hindrance to grant seeking. Other comments included:
-

"Difficult to grow and get funding. We were not seen as strong" (Respondent 14).

-

[Having a] "501(c)(3) made it easier to raise funds" (Respondent 13).

-

[It was a] "regional issue-local grassroots organization with a California zip code

-

... confusing, and potentially exploitable" (Respondent 10).
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Not important

Very important
Important

Extremely important

Factor 9.5 Importance

Figure 10. Respondent-assigned importance for funder pressure to separate (F9.5).
Frequency= N.

Factor 10: Intez:personal conflicts with the fiscal sponsor

Table 13
Interpersonal Conflict (F 10)

Res,eonses F 10
Valid
Present
Not present
Total
Missing System
Total

Freguenc~

7
11
18
1
19

Percent
36.8
57.9
94.7
5.3
100.0
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Valid
,eercent
38.9
61.1
100.0

Cumulative
,eercent
38.9
100.0

Although interpersonal conflict was only present in 39 percent of the cases for
which there were data, its importance is evident from the scores assigned by the project
directors (see Figure 11 ). Three of seven respondents described interpersonal conflict
with the sponsor as extremely important in their decision-making. Three more described
it as very important or important. Only one described it as not important.
Table 5 illustrates significant relationships between interpersonal conflict (Fl 0),
power struggle (F3), and a wish to avoid redundant systems (F7). Since the power
struggle factor also deals with interpersonal relationships, this is not surprising. Table 5
also highlights the very significant relationship between interpersonal conflict and the
presence of a previously established plan to separate (F12).
Table 6 shows the relationship of interpersonal conflict (F 10) to each of the
nonfactor variables. Predictably, there is a significant relationship between interpersonal
conflict and the quality of the project/sponsor relationship prior to the separation
decision. There are also very significant relationships between interpersonal conflict and
issue area, board involvement in fundraising, and the decision to separate.
Comments from Respondent 2 about this factor included, "felt like wrestling,"
and, "not easy to work with." Respondent 2 ranked the quality of the project/sponsor
relationship just okay before the decision, but reported a very good relationship after the
decision was announced.
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Not important

Very important

Important

Extremely important

Factor 10 Importance

Figure 11. Respondent-assigned importance for interpersonal conflict (FlO). Frequency

=N.

Factor 12: A previously established plan to separate

Table 14
Previously Established Plan to Separate (F 12)

Freguencl
ResEonses F 12
14
Present
Valid
Not present
4
18
Total
1
Missing System
19
Total

Percent
73.7
21.1
94.7
5.3
100.0

59

Valid
Eercent
77.8
22.2
100.0

Cumulative
Eercent
77.8
100.0

The presence of a previously established plan (Fl2) was one of the top six factors.
However, its importance varied considerably by project, running the gamut from very
important to didn't consider (see Figure 12). Despite the variance, 79 percent of projects
did consider the existence of a pre-existing plan to separate important in their decisionmaking. In several cases, respondents expressed surprise at the question, voicing the
opinion that the fiscal sponsorship system naturally leads to independence.

Didn't Consider

Important

Not important

Extremely important
Very important

Factor 12 Importance

Figure 12. Respondent-assigned importance for previously established plan to separate
(F12).
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Factor 13: A perceived lack of value for the sponsorship fee.

Table 15
Lack of Value (F13)

Res2onses F 13
Valid
Present
Not present
Total
Missing System
Total

Freguenc~

10
7
17
2
19

Percent Valid 2ercent
58.8
52.6
41.2
36.8
100.0
89.5
10.5
100.0

Cumulative
2ercent
58.8
100.0

A perceived lack of value for the sponsorship fee was present in 10 of the 17
cases for which there were data. Predictably, since the other financial factor (F 1) rated
high on the importance scale, this factor received very high importance scores. Lack of
value was described as extremely important by 60 percent of the respondents (see Figure
13). Based mainly on lack of value and the fmancial equation, one respondent
commented, "I'm happy to trash them any chance I get. Especially anonymously." Also
of interest, however, were the comments made by project directors who did find value in
the sponsorship fee, either at the time of the separation decision, or earlier in the
relationship:
-

"Always supportive. We are grateful" (Respondent 10).

-

"Wonderful!" (Respondent 6)

-

"Valuable service. We appreciated being taken in on short notice" (Respondent 2).
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"Although the [X] percent fee to [the sponsor] was a problem, we had no complaint.
Teriffic!" [This comment was edited to protect the identities of the subject and
sponsor] (Respondent 11)
-

The sponsorship fee was a value "initially" (Respondent 13).
"Most cost effective" (Respondent 17).

-

"First class operation" (Respondent 19).

Important

Extremely important
Very important

Factor 13 Importance

Figure 13. Respondent-assigned importance for lack of value (F13). Frequency= N.
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Presence of Subject-identified Factors
The final question in the interview schedule was an open-ended invitation for the
respondents to name any factors that they thought were important in the separation
decision that had not been specifically addressed by previous questions. Many of the
respondents repeated factors that were asked about in the interview schedule, to
emphasize their importance. Occasionally, factors were cited that were different from the
14 pre-identified factors. These included: (a) a perception on the part of the project that
the sponsor did not have the "cultural competence" to sponsor projects working with
special populations; (b) a perceived lack of integrity on the part of the sponsor ("shady,
rotten deal"); (c) a desire for "complete control of finances"; (d) competition with the
sponsor for the same funding; (e) "cumbersome" paperwork and approval systems; (f)
being part of a larger whole was dissatisfying; and (g) lack of democracy and due
process.
Additionally, sponsor inability to provide contracted services was mentioned
twice. However, these remarks were categorized as comments on the pre-identified
factor lack of value (F13) rather than as a new, discrete factor.
Two respondents felt that the "cultural competence" type of conflict was a major
factor in the decision to leave the sponsor, and both ranked the factor as extremely
important. Both respondents cited the need for more financial control to better serve
unique populations. Comments on this factor included:
-

"Classism" (Respondent 18).

-

Differing "communications expectations" (Respondent 18).
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-

"Different values ... systems not following in the same kind of structures"
(Respondent 18).

-

Sponsor didn't understand that "normal rules don't apply." [They must be] "more
flexible" [when working with] "certain populations" [that are more vulnerable]
(Respondent 17).

-

[When working with vulnerable populations, it cannot] "always come down to
business" (Respondent 17).
One respondent cited a lack of sponsor integrity as a major factor in the separation

decision and ranked that extremely important. Comments from this respondent
(Respondent 15) included:
-

"Mined us like a rich body of ore."

-

"Told us not to solve the issue."

-

"Got in the way of funding."
Two respondents cited a specific desire for "complete and total control" of

finances and reporting, distinct from the wish to avoid redundant systems. Both
respondents rated this subject-identified factor as extremely important.
-

In one case, this factor was closely linked to the desire to "create a board with total
control ... [having a board with no fiduciary control] didn't make sense"
(Respondent 13).

-

"We needed contingency plans and total control" (Respondent 17).
Respondent 12 identified the sponsor "competing for the same dollars" as an

extremely important factor. Similarly, this respondent felt that the sponsor engaged in
"exploitation of projects" vis-a-vis funding and its own branding.
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Respondent 3 cited the "shuttling of grant proposal requests between program
officers" and other cumbersome bureaucracy as a factor, and ranked this factor extremely
important.
Respondent 5 described being part of a larger whole as dissatisfying. Although,
for the respondent, this comment was linked with interpersonal conflict (F 10), the
comment was unique and therefore worthy of separate consideration. The respondent
ranked this factor as very important, and felt that its presence led to "frustration" and
"potential not reached."
Respondent 5 also cited a lack of democracy and due process in the sponsor's
internal decision-making systems as an extremely important factor.
These factors emerged from the open-ended question. Because respondents had
no opportunity to comment on the factors identified by the other respondents, these
factors were not included in either table of gammas (Tables 5 and 6).
Analysis of Fiscal Sponsor Data
Although five fiscal sponsors provided lists of alumni organizations, the results
include data from the alumni projects of only four sponsors. No alumni projects of the
fifth sponsor were available for interview. From the four sponsors' alumni project lists,
50 to 100 percent of project directors were interviewed, resulting in data for 21 projects.
Of these 21 cases, the data for two cases were not included in the analysis because those
projects did not meet the selection criteria established in Chapter One. As planned, the
projects represented a wide range of issue areas:
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Table 16
Projects by Issue Area

Valid

Issue Area
Environment
Health
Social justice
Other
Social service
Youth
Total

Freguencl
6
1
5
3
2
2
19

Percent
31.6
5.3
26.3
15.8
10.5
10.5
100.0

Valid
Eercent
31.6
5.3
26.3
15.8
10.5
10.5
100.0

Cumulative
Eercent
31.6
36.8
63.2
78.9
89.5
100.0

Note. Respondents who specified more than one issue area were labeled Other.

As Table 17 demonstrates, project directors did not give uniform answers
regarding the existence of a previously established procedure for termination of the
sponsorship agreement. Respondents from alumni projects for each of the fiscal sponsors
gave a range of answers to this question. Although Table 6 identified a very significant
association between lack of value (F 13) and the lack of a pre-existing separation
procedure, the muddy results from the procedures question made this finding suspect.
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Table 17
Perceptions about Pre-existing Separation Procedures

Fiscal SEonsor
Sponsor A
Sponsor B
Sponsor C
Sponsor D
Total

Pre-existing separation procedure
Yes
No
N/A
5
3
1
3
1
1
4
1
2
9
8
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Total
9
4
1
5
19

Analysis of Demographic Data
Generally, the projects had small staffs. More than 52 percent of the projects had
fewer than five staff members. Another 31.6 percent had staffs of five to eight. Only
three projects reported staffs of 12 or more.

Table 18
Number ofEmployees
Nof
Employees
Valid
1-4
5-8
12+
Total

Freguency
10
6
3
19

Percent
52.6
31.6
15.8
100.0

Valid
percent
52.6
31.6
15.8
100.0

Cumulative
percent
52.6
84.2
100.0

Comparing the data for budget size to the data for employee counts, it is
interesting to note that while there are small clusters within each of the predictable
categories-small staffs in organizations with small budgets, and large staffs in
organizations with larger budgets-this pattern is not strong enough to conclude that
budget size predicts staff size (see Table 19).
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Table 19
Crosstabulation ofNumber ofEmployees to Budget Size

N of Employees
1-4
5-8
12+
0\
10

Total

Count/Percentase
Count
Within budget size
Count
Within budget size
Count
Within budget size
Count
Within budget size

1-100,000
5
83.3%
1
16.7%

6
100.0%

Budset size ~in dollarsl
250,001500,001101,000250,000
500,000
999,000
1
3
33.3%
50.0%
2
2
1
100.0%
66.7%
33.3%
1
16.7%
1
3
6
100.0%
100.0%
100.0%

1,000,000
1
33.3%

2
66.7%
3
100.0%

Total
10
52.6%
6
31.6%
3
15.8%
19
100.0%

Although the largest cluster of budgets was less than $250,001, budgets did run
the full spectrum from less than $100,000 to more than $1,000,000.

Table 20
Budget Size

Bud~et

Valid

$
1-100,000
101,001-250,000
250,001-500,000
500,001-999,999
1,000,000
Total

Freguenc~

Percent
31.6
31.6
15.8
5.3
15.8
100.0

6
6
3
3
19

Valid
Eercent
31.6
31.6
15.8
5.3
15.8
100.0

Cumulative
Eercent
31.6
63.2
78.9
84.2
100.0

Projects with budgets of$100,001 or more were more likely to report the six most
common factors, and were less likely to report the presence of the varying factors than
were projects with budgets in the smallest category, $1-100,000. One of the six
respondents from a project with a budget of $100,000 or less declined to complete the
entire interview. Among the interesting findings for these small-budget projects:
-

One was the only project to deny the presence of a financial equation that favored
independence (F1). Interestingly, the respondent in Case 2 stopped participating
when the interview reached the financial equation question

-

Three of the four projects denied the presence of the branding factor (F4)

-

Four of the five projects reported no desire for more autonomous decision-making
(F8)
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-

One of only two projects reported that departure was not a natural process of
maturation (F5)

-

Two of the four projects reporting no redundant systems issues (F6 and F7)

-

Three of the seven projects reporting lack of value for the sponsorship fee (F13)

-

Three of the four projects reporting no previously established plan to seek
independence from the sponsor (F12)
Boards tended to be small. Once project reported no board at all, and one could

not recall the size of the board at the time of separation (see Table 21 ).

Table 21
Board Size

Valid

Board size
Freguenci:
2
NIA
3-6 (small)
10
7-12 (medium-sized)
5
12-24 (large)
2
19
Total

Percent
10.5
52.6
26.3
10.5
100.0

Valid
eercent
10.5
52.6
26.3
10.5
100.0

Cumulative
eercent
10.5
63.2
89.5
100.0

Note. N/A =project had no board or respondent did not recall board size.

Analysis of Board Involvement Data
Board participation in fundraising, management, and separation decision-making
varied, with boards more likely to be involved in a separation decision than in
management or fundraising (see Figure 14). A crosstabulation ofboard involvement in
separation decision-making with board size showed that the larger the board, the more
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likely it was to be involved in making the decision to separate (see Table 22). Also,
Table 6 revealed a significant association between board involvement in fundraising and
power struggle (F3) and interpersonal conflict (FlO), between board involvement in
management and lack ofvalue(F13), and between board involvement in the separation
decision and all three of these factors .
.8

.7

.6

.5

.4

.3

Fundraising

Management

Separation decision

Board Involvement

Figure 14. Board involvement in project activities. Mean calculated from the following
values: Involved= 1, Not involved, or System Missing, or User Missing= 0.

The term of the sponsorship period also varied. While one to two years was most
common, the cases spread across a wide spectrum. A crosstabulation of term of
sponsorship and budget size showed no relationship between these two demographic
variables.
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Table 22
Crosstabulation of Board Size with Board Involvement in Separation Decision

Count/Percentage
Count
Within involvement
3-6 (small)
Count
Within involvement
7-12 (medium-sized) Count
Within involvement
12-24 (large)
Count
Within involvement
Count
Within involvement

Board size
N/A

......]

UJ

Total

Involved in
seEaration decision
Not involved Involved
1
8.3%
4
5
80.0%
41.7%
1
4
20.0%
33.3%
2
16.7%
12
5
100.0%
100.0%

Note. N/A =Project did not have a board or respondent did not recall board size.

Total
1
5.9%
9
52.9%
5
29.4%
2
11.8%
17
100.0%

Table 23
Term of S,Qonsorshi,Q
Years
sEonsored
<1
Valid
1-2
2-3
4-5
6+
Total

Freguencl:
4
8
2
3
2
19

Percent
21.1
42.1
10.5
15.8
10.5
100.0

Valid
Eercent
21.1
42.1
10.5
15.8
10.5
100.0

Cumulative
Eercent
21.1
63.2
73.7
89.5
100.0

Note. Project sponsorship is expressed in years. Frequency is the number
of projects in each term category.

Analysis of Sponsor Relationship Data
Overwhelmingly, projects did not involve sponsors in their decision to seek
independence. However, during interviews, respondents requested clarification of this
question more than any other. Many reported seeking guidance from their sponsors or
"advising" their sponsors that the question was under consideration. Only one project
reported giving the sponsor an active role in the decision. That respondent described the
quality of the project/sponsor relationship as very good both before and after the
separation decision was made. In contrast, responses regarding relationship quality for
the other projects varied greatly. Figure 15 shows the quality of project/sponsor
relationships prior to the decision. Figure 16 shows the quality of relationships after the
decision was announced. Generally, project/sponsor relationships remained the same
over time. However, three projects reported improvement in project/sponsor relations
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after the decision was announced, and two reported a deterioration in the quality of the
relationship. The most dramatic shift was for Case 4, where the project/sponsor
relationship changed from very good to not good after the decision.

Very good

Good

Just Okay

Not good

Very bad

Relationship before decision

Figure 15. Quality of project/sponsor relationship prior to separation decision.
Frequency = N.
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Very good

Good

Just Okay

Not good

Very bad

Relationship after decision

Figure 16. Quality of project/sponsor relationship after separation decision. Frequency =
N.

Table 6 revealed a significant association between the quality of the
project/sponsor relationship prior to the separation decision and the presence of a power
struggle (F3), a desire for more autonomous decision~making (F8), and interpersonal
conflict (FlO). Individual crosstabulations of these variables (see Tables 24, and 25, and
26 respectively) revealed a negative association between relationship quality and
presence of these factors. There was a similar association between lack of value (F 13)
and relationship quality after the decision was announced (see Table 27.)
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Table 24
Crosstabulation of Autonomy (F3) to Relationship Quality Prior to Separation Decision

Count/Percentage
Count
Within relationship
quality
Not present Count
Within relationship
quality
Count
Within relationship
quality

Power struggle
Present

-J
-J

Total

RelationshiE guali~ Erior to seEaration decision
Very good
Just okay Not good Very bad
Good
2
1
1
28.6%

50.0%

100.0%

Total
4
22.2%

4

4

5

1

14

100.0%

100.0%

71.4%

50.0%

77.8%

4

4

7

2

1

18

100.0%

100.0%

100.0%

100.0%

100.0%

100.0%

Table 25
Crosstabulation of Autonomy (F8) to Relationship Quality Prior to Separation Decision

Count/Percentage

Autonomy
Present

-..1
00

Total

Count
Within relationship
quality
Not present Count
Within relationship
quality
Count
Within relationship
quality

RelationshiE guali~ Erior to seEaration decision
Just okay Not good Very bad
Very good
Good
2
3
1
1

Total
7

50.0%

42.9%

50.0%

4

2

4

1

11

100.0%

50.0%

57.1%

50.0%

61.1%

4

4

7

2

1

18

100.0%

100.0%

100.0%

100.0%

100.0%

100.0%

100.0%

38.9%

Table 26
Crosstabulation of Interpersonal Conflict (FlO) with Relationship Quality Prior to Separation Decision

Interpersonal conflict
Present

-..J

1.0

Total

Count/Percentage
Count
Within relationship
quality
Not present Count
Within relationship
quality
Count
Within relationship
quality

Relationshi,E guali~ ,Erior to seEaration decision
Just okay
Very good
Good
Not good Very bad
1
4
1
1

Total
7

25.0%

57.1%

50.0%

4

3

3

1

11

100.0%

75.0%

42.9%

50.0%

61.1%

4

4

7

2

1

18

100.0%

100.0%

100.0%

100.0%

100.0%

100.0%

100.0%

38.9%

Table 27
Crosstabulation of Lack of Value (F 13) to Relationship Quality After Separation Decision

Lack of value
Count/Percentage
Present Count
Within relationship
quality
Not
present
00

Count
Within relationship
quality

RelationshiE guali~ after se12aration decision
Very good
Good
Just okay Not good
Very bad
1
2
2
4
1
100.0%

100.0%

Total
10
58.8%

33.3%

33.3%

66.7%

2

4

1

7

66.7%

66.7%

33.3%

41.2%

3

6

3

4

1

17

100.0%

100.0%

100.0%

100.0%

100.0%

100.0%

0

Total

Count
Within relationship
quality

CHAPTER FIVE
Review of the Problem
Today, a great deal oftime, energy, financial resources, and intellectual capital is
applied to fostering new social change organizations through a system of fiscal
sponsorship. Fiscal sponsorship appears to be a profoundly efficient way to build new
organizations, and thus the capacity of the entire nonprofit sector. However, fiscal
sponsorship is a largely unstudied phenomenon. Even the legal framework for the
structure is not fully developed. Because so little research had been conducted, and
virtually none existed about project flight-a bid for independence by a maturing
project-this study was proposed to better understand the decision-making of project
directors as their fiscally-sponsored projects seek independence.
In Chapter Four, data collected during the study were reported, and their
relationships to the research questions were explored in a general way. In this chapter,
the important results will be firmly matched with the original research questions, with the
intention of drawing whatever conclusions are possible, and speculating as to their
relevance to the larger population of fiscally-sponsored projects. The first part of this
chapter is organized around this effort. The second half of this chapter is devoted to a
discussion of the meaning and ramifications of the data for projects, sponsors, and
funders, and to suggestions for future research on the topic.
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Discussion of the Findings
Question 1: What are the decision-making factors present when fiscally-sponsored
projects decide to leave a fiscal sponsor?
This study found that six factors were present, in combination, in most cases.
Each of these six factors were present in at least 72.2 percent of the cases. In contrast,
the next most common factor was present in only about half(55.5 percent) ofthe cases.
Although a sample of 18 valid cases is not large enough to be predictive of behavior of
projects outside the sample, the clear pattern within the sample suggests that these six
factors may be important to a large portion ofthe larger population of fiscally-sponsored
projects. The six most common factors within the sample, in order of frequency, were:
-

Factor 1: a financial equation that favors independent provision of essential
administrative services

-

Factor 5: a natural part of maturation

-

Factor 12: the presence of a previously established plan

-

Factor 4: a desire to brand the project's name separate from the fiscal sponsor's
Factor 7: a wish to avoid redundant administrative systems
Factor 6: the presence of redundant administrative systems

Question 2: Which of the factors were considered important by the project?
The factors power struggle (F3) and funder pressure to separate (F9.5) had the
highest mean importance scores (see Figure 2). However, power struggles and funder
pressure to separate did not occur nearly as frequently as the six factors listed above. The
influence of a factor on decision-making may be seen as a combination of the frequency
with which it occurs and the importance attached to it by decision-makers. When all the
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factors are ranked according to their cumulative importance in the sample (calculated as
the sum of the importance scores), the six most frequent factors rise to the top, in this
order:
1. Factor 1: fmancial equation
2. Factor 5: maturation
3. Factor 7: wish to avoid redundant systems
4. Factor 12: previously established plan
5. Factor 4: branding
6. Factor 6: presence of redundant systems
Frequently occurring factors would not have high importance score totals unless
the factors were also important (i.e., 16 occurrences of"not important" would produce a
cumulative total of only 32). Caution must be exercised, however, when using
cumulative scores as a measure of overall influence, because high frequency or mean
importance scores could distort the impression given by this presentation of the data.
Considered alongside mean importance scores and in light of factor frequency, however,
cumulative scores may be helpful in emphasizing the influence of certain factors on
decision makers.
In this study, the six most frequently occurring factors all merited mean
importance scores >3.6 (3.0 =important, 4.0 =very important, 5.0 =extremely
important). This consistency between frequency and importance reinforces the validity
of the findings and the suggestion that these six factors may also be influential for
fiscally-sponsored projects outside the sample.
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One common theme of these factors is that they reflect the maturation of a
growing organization, both in material fact (F1, financial equation) and in terms of the
project's self image. For example, the importance of branding (F4) suggests that the
project is established enough to want to protect the viability of its own brand. It
considers its own reputation strong enough to compete with that of its sponsor. The
financial equation, maturation, and redundant systems factors are all reflective of a welldeveloped, financially stable and complex organization.
Other factors varied in frequency, but had very high mean importance scores
when present. These were: Factor 3, a struggle for power (mean importance 4.5); Factor
8, a desire for more autonomous decision-making (mean importance 4.0); Factor 9.5,
pressure from funders to leave (mean importance 4.3); Factor 10, interpersonal conflict
(mean importance 3.4); and Factor 13, a lack of value for the sponsorship fee (mean
importance 4.1 ).
Question 3: Are there factors that are usually present in combination?
While the six most common factors represent the best answer to this question, the
data also suggest patterns of relationships between the other factors, and between factors
and certain demographic and other project characteristics. A number of interfactor
relationships were found. Some of the most interesting involved the interactions of a
power struggle between the project and the sponsor (F3) and interpersonal conflict with
the sponsor (FlO). Since both of these factors relate to interpersonal dynamics, and their
associations with other factors and project characteristics are so often similar, it is
important to take a moment to review these as they relate to each of the research
questions.
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When a power struggle was present, interpersonal problems were always present,
although interpersonal problems occurred in two cases where a power struggle was not
present. While this relationship between the two interpersonal dynamic factors seems
predictable, other relationships involving interpersonal conflict are less easily explained.
These very significant (<.01) relationships were brought to light by the table of gammas
(see Table 5). When interpersonal conflict is present, a desire to avoid redundant
administrative systems (F7) is always present, although a desire to avoid redundant
systems is more common than interpersonal conflict. Interpersonal conflict is similarly
linked to the presence of a previously established plan to separate (Fl2). While it does
not seem intuitively logical that interpersonal conflict would be positively linked with the
prior existence of a plan to separate, the significance of this association was <. 01. The
lack of a link between the presence of redundant administrative systems (F6) and
interpersonal conflict is puzzling, since Factor 6 and Factor 7 both relate to redundant
administrative systems and both occur together so frequently. Only analysis of a larger
sample can answer this question with more certainty.
Another significant set of relationships revealed by Table 5 involves a desire for
more autonomous decision-making (F8). Whenever this factor is present, power struggle
(F3) and a desire to avoid redundant systems (F7) are also present. While a link between
a desire for more autonomous decision-making and the presence of a power struggle
seems reasonable, an explanation for the relationship between autonomy and redundant
systems is less obvious. Once again, the actual presence of redundant systems was not
linked, only the wish to avoid them.
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Question 4: Do individual factors or groups of factors vary by fiscal sponsor or by issue
area?
Interestingly, an analysis of associations between the factors and the nonfactor
variables unearthed a very significant association between interpersonal conflict (FlO)
and project issue area. This association is less apparent when the raw data are reviewed.
Respondents from four of the seven environmental organizations, two of the three
projects describing their mission as other, and the only health organization reported
interpersonal conflict with their fiscal sponsors. Interpersonal conflict was only present
in one of the social justice organizations. There was no significant link between
individual fiscal sponsors and interpersonal conflict.
Question 5: Do the factors or combinations of factors vary by group size, budget size,
board size, term of sponsorship, issue area (mission). or by other demographic traits?
Analysis of traits independently did not reveal any obvious pattern suggesting that
one demographic feature (or nonfactor variable) is helpful in explaining project decisionmaking. However, there were strong associations between the presence of certain
nonfactor variable traits and the presence of certain factors.
Crosstablulations of budget size to employee count and board size to employee
count failed to identify a defining relationship, or "critical mass" rule of thumb to be used
by sponsors or projects. Further, Table 6 identified no significant relationships between
demographic variables and any of the factors that varied considerably by case: power
struggle, autonomy, funder pressure to separate, interpersonal conflict, or lack of value
(Factors 3, 8, 9.5, 10, and 13). However, a significant association (<.05) was found
between these five factors and two other important topics of inquiry: the way that boards
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are involved, and the quality of the project/sponsor relationship prior to the decision.
Further, this study found that projects with budgets of $100,000 or less tended to have a
more complicated mix of factors. This finding will be discussed further in a later section.
Of these five factors, three are significantly (<.05) or very significantly (<.01)
linked to project/sponsor relationship prior to the decision, and one is linked to the
relationship after the decision. Power struggle is negatively associated with the quality of
the relationship in every case. When a power struggle was present, the quality of the
relationship was described as just okay, not good, or very bad. When a power struggle
was not present, the relationship tended to be better (see Table 24). Interpersonal conflict
(FlO) is similarly associated with relationship quality (see Table 26). However, the
negative association between autonomy (F8) and relationship quality is not quite as
strong (see Table 25). All three of these associations seem to make intuitive sense. A
desire for more autonomous decision-making, interpersonal conflict, and the presence of
a power struggle could all negatively impact the project/sponsor relationship. On the
other hand, there is a negative association between the absence of a perceived lack of
value for the sponsorship fee-in other words a positive perception of value-and the
quality of the relationship after a decision is announced (see Table 26). This seems to
indicate that when the sponsor offers value, a separation decision will negatively affect
the relationship between the project and sponsor.
Another interesting set of associations exists in the relationships between the
board involvement variables and the factor variables power struggle (F3), interpersonal
conflict (FlO), and lack of value (F13). Board involvement in fundraising is very
significantly (<.01) negatively associated with the presence of power struggle and
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interpersonal conflict. Whenever a power struggle or interpersonal conflict were present,
the board was not involved in fundraising. Similarly, when lack ofvalue (F13) was
present, the board was less likely to be involved in management. It is interesting to note,
however, that there is not a significant relationship between these interpersonal dynamic
factors and board involvement in management, or between lack of value (F13) and
fundraising. However, there is a significant or very significant negative association
between the presence of all three of these factors and board involvement in the decision
to leave the sponsor. When these factors are present, boards tended not to be involved in
the decision to leave.
This finding is important for all concerned with fiscal sponsorship, because it may
suggest that when an unpleasant interpersonal dynamic is present, the board is less
involved in these crucial roles. Conversely, it may suggest that when a board is not
strong and involved, there is less pressure on the project to maintain a good working
relationship with the sponsor. This could be because (a) the presence of interpersonal
problems discourages the board, or (b) because projects that unsuccessfully managed the
project/sponsor relationship also had problems with their own board, or (c) because these
projects are reluctant to submit to authority in general. Because project directors, as
founders, are essentially social entrepreneurs, this third possibility is intriguing. Sponsors
interested in preserving the quality oftheir project relationships would do well to watch
for the development of strong boards by their projects. Sponsors may even consider
providing early technical assistance to projects to encourage the development of strong
boards.
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The association between perceived lack of value and lack of board involvement is
harder to explain, especially in light of the fact that lack of value (F13) is associated with
the quality of the project/sponsor relationship after a separation decision, but not before
it. Unfortunately, is not possible to resolve this speculation using the data.
Only the type of board involvement-not board size-was affected by the
presence of these interpersonal dynamic factors.
Question 6: Are fiscal sponsors involved in the decision?
The findings used to answer research questions 6 through 9 are strongly
interrelated. All the data point to the conclusion that sponsors have little formal input in
separation decisions, and may, in fact, be somewhat reluctant to let projects take wing.
Although the involvement of boards in the decision and the quality of the
project/sponsor relationship before the decision varied with the presence of the
interpersonal factors power struggle (F3) and interpersonal conflict (FlO), and with lack
of value (F13), none of these variables were related to sponsor involvement in the
decision. Overwhelmingly, sponsors were not actively involved in the decision. In fact,
only one respondent cited sponsor involvement. However, a number of respondents
volunteered that they had informally involved their sponsors by consulting them for
advice or apprising them that the question of separation was under consideration.
Question 7: Who initiates the process of separation?
Sponsors also had no formal influence on the initiation of separation. Not one
respondent cited a sponsor request for a project to leave. Rather, four respondents
volunteered comments to the effect that the sponsor did not want the project to leave. An
open-ended question in the interview schedule asked the subject to name any additional
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factors that were important in the project's separation decision. This question
immediately followed the question regarding sponsors initiating project separation. As
discussed in Chapter Four, respondents identified competing for funding with their
sponsor (which included the sponsor using the presence of a successful project to raise
funds) as a factor in their separation decision and a driving force in their identification of
branding (F4) as one of the most important factors.
Although the data produced by this study were entirely one-sided (only project
directors were interviewed) and it may be that sponsors see this stage of incubation
differently, sponsors do face a possible conflict of interest in allowing or encouraging
successful, mature projects to leave the nest. These projects have a growing and
predictable funding stream, from which the sponsor can rely on a dedicated percentage.
The project's growing reputation may lend the sponsor credibility and otherwise be
beneficial to the sponsor's own branding and fundraising. It may even be that this
potential conflict is partly responsible for projects excluding sponsors from the separation
decision-making, although the data do not speak to this question.
Question 8: How does a separation decision affect the quality of a project's
relationship with its fiscal sponsor?
In 78.9 percent of the cases there was no change in quality of the relationship after
the decision to separate was announced. Three respondents cited an improvement in the
relationship. The relationship deteriorated in two cases.
The most dramatic relationship shift changed from very good to not good. This
case was otherwise very typical: the six key factors were all present, as was pressure from
funders to separate (F9.5). The interpersonal dynamic factors (F3 and FlO) were not
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present. However, the respondent commented that interpersonal problems materialized
after announcement of the decision to leave.
These respondent comments, the findings regarding sponsor request (Fl4), and
the lack of sponsor involvement in separation decision-making, may suggest that some
sponsors are reluctant to let go of their fledgling projects, regardless of project readiness
for flight.
Question 9: Was there a pre-existing agreement or procedure for separation?
The question regarding the presence of a pre-existing exit procedure produced
very mixed results. There was no agreement among projects from the same fiscal
sponsor as to whether there was a formal agreement, nor was there a clear industry-wide
trend. On the other hand, subjects frequently commented that there was an outline or
informal agreement rather than a written procedure. Unfortunately, because there is no
agreement even among alumni projects of the same sponsor, the findings seem to be
inconclusive about the true presence of pre-existing agreements.
Conclusions
The prevalence ofthe top six factors should be of primary interest to project
directors as they consider leaving their sponsor, since it is mainly the project-and not
the sponsor or the funder-that will have knowledge of the presence of most of these
factors. In fact, only the presence of a financial equation that favors independent
provision of essential services is necessarily transparent to sponsors and funders. Thus,
practitioners from different areas of the fiscal sponsorship arena-sponsors, funders and
project leaders- will gain different insights from the data. Recommendations for each
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of these audiences on how they might use the findings to improve their contribution to
the fiscal sponsorship system follow in the next section.
Recommendations for Sponsors
Although sponsors may have clues about the presence of redundant administrative
systems, and project leaders may or may not share the presence of a plan to separate with
the sponsor or funders, the remaining factors deal mostly with intangibles: maturation, a
desire for separate branding, and a desire to avoid redundant systems. Sponsors
interested in encouraging or discouraging project independence should be watchful for
the development of all of these factors-especially the development of the economic
equation, which is the single most influential factor. Moreover, because the presence of
pre-existing exit plans on the part of projects was one of the most common and important
factors, sponsors should ask projects whether independence is a goal and offer guidance
to the project with that end in mind, early in the relationship.
Sponsors may be more aware of the presence of interpersonal dynamics that
influence the quality of the project's relationship with the sponsor. As factors, power
struggle and interpersonal conflict seem to have a strong association with key areas of
board involvement, including fundraising and the decision to separate. The value
provided by the sponsor for the sponsorship fee-or rather the project's perception of this
value-also has a strong association with board involvement. The association between
certain project issue areas (primarily environment) and the presence of interpersonal
dynamic factors should also be considered by sponsors.
Sponsors that want projects to have strong, involved boards should pay particular
attention to the presence of a power struggle or interpersonal conflict. The development
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of strong volunteer leadership for organizations is commonly considered to be of
paramount importance in the nonprofit sector. Therefore, sponsors have an obligation to
encourage their projects to develop and rely upon guidance from a board, even though
under fiscal sponsorship, project boards have no legal standing or fiduciary mandate.
The data also point to an important correlation between budget size and the
number of factors present. Projects with budget sizes exceeding $100,000 were more
likely to identify the top six factors-which are mostly forward-looking and reflective of
maturity-and not the variable factors. On the other hand, projects with budgets of
$100,000 or less seem to have a more complex mix of factors, and that mix was more
likely to include the interpersonal dynamic factors. This implies that there is a budget
size below which more factors are at play and more conflict is likely. Since factors are
synonymous with pressure to leave, this is important. Again, sponsors should be
watchful of projects in this critical phase of growth, as it is possible that small budget
projects tend to have a more complicated set of pressures affecting their management
decision-making, regardless of whether they are considering departure from the sponsor.
This study found that funder pressure to separate is an important decision-making
factor for projects. Sponsors therefore have a vested interest in improving funder
understanding of the value of sponsorship to developing organizations. Sponsors may
want to redouble their efforts to educate sponsors, beyond serving as a support to projects
in their own fundraising, because this question of funder education will continue to affect
sponsors' ability to attract, nurture, and retain projects.
Finally, the fact that there are relatively few alumni projects and the fact that
sponsors are not the ones driving the decision to leave-and may in some cases be
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reluctant to let projects go-suggests that umbrella fiscal sponsors should carefully
reconsider their missions. Sponsors need to better understand whether they wish to
encourage or even accept the independence of some maturing projects, and then
communicate that policy to their projects.
Recommendations for Funders
Funders certainly should be aware of the effect that they have on projects'
decisions about independence. While funder pressure to stay with the sponsor is less
common, and less important when it is present, funder pressure to seek independence
affected half the projects in this study, and was nearly always considered important. In
their comments, many of the project directors expressed frustration that funders did not
understand the fiscal sponsorship system and hence were resentful of the overhead fee
charged by the sponsor. However, there was no significant association between funder
pressure and the project's own perception of value. Thus, it seems that better
understanding on the part of funders about the value of fiscal sponsorship to projects
would help reduce undo external pressure on project flight. Nevertheless, funders are
likely to have myriad other reasons, beyond value, for encouraging projects to separate,
including the perception that separate branding may help the project achieve its mission.
Nearly every project in this study cited a financial equation favoring independent
provision of essential services. However, clearly, the smaller the project's budget, the
more likely that fiscal sponsorship is a cost-effective way to acquire the range of services
provided by sponsors. Funders should also be aware that the projects in this study with a
budget size of $100,000 or less tended to have a more complicated mix of pressures, and
were less likely to cite the factors associated with maturity (maturity, branding, presence
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of redundant systems, autonomy) than were projects with larger budgets. Thus, funder
pressure may be helping to push projects-especially small budget projects-from the
nest before they have gained the maximum benefit from sponsorship.
Further, projects with small budgets tended to cite power struggle and
interpersonal conflict as decision-making factors more often than projects with larger
budgets. Funders should pay particular attention to the relationship between the presence
of these interpersonal dynamic factors and a lack ofboard involvement in the key areas
offundraising and separation decision-making. The presence of these factors might be an
indicator that a project's board is not yet sufficiently developed to guide an independent
project.
Recommendations for Projects
Projects may find it helpful to compare their own decision-making factors to those
ofthe projects in this sample. Particularly, projects should look for the presence of the
factors associated with maturity in their own situation. Comparing their own
circumstances to those of alumni projects may help project leadership make informed
decisions about whether to remain under sponsorship or seek independence.
Again, project leaders should take note of the fact that projects with small budgets
tended to have a more complicated set of pressures, and were less likely to cite all the
factors associated with maturity. Projects that are experiencing a power struggle or
interpersonal conflict with their sponsors should also carefully evaluate their own board's
involvement and readiness to lead an independent organization because the data show a
strong association between these variables.
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Finally, because this study found that sponsors are not involved in separation
decision-making, and may even be reluctant to see projects take wing, it would behoove
project leaders to communicate with sponsors if separation is an ultimate goal. Informing
sponsors that the project intends to use the sponsorship model to incubate to
independence may improve the quality of guidance provided by the sponsor and may
help smooth any unpleasant side effects of a decision to separate.
Summary
Given the prevalence of pre-existing exit plans it appears that professional fiscal
sponsorship achieved the goals of the majority of these projects. In confirmation of the
fact that Model A fiscal sponsorship can be a successful method for launching projects,
this study found that the majority of alumni projects seem to have made the decision to
seek independence for forward-looking business reasons reflecting project maturity,
rather than on the basis of negative pressures such as funder displeasure or interpersonal
conflict.
Recommendations for Action and Future Research
While most of the research questions were answered by the data, a number of
compelling new questions arose from the interviews and from the data. These questions
should be considered by future researchers in this topic area. First, there is the question
of sample size. Do the fmdings regarding the six key factors and the interdependence of
factors and nonfactor variables describe the relationship of these variables to the entire
population, even though the sample was relatively small? Were some of the unexpected
associations a function of the small sample size, or is the wish to avoid redundant
administrative systems really linked in a significant way to the desire for more
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autonomous decision-making, to the presence of a previously established plan, and to
interpersonal problems? And, is the presence of redundant systems really less important
in relationship to all those factors? While a similarly designed study using a larger,
random sample might answer these questions, the contemplation of such a study leads to
other questions.
For example, why is it that four of the five largest sponsors in California have so
few alumni projects? Is it correct to assume that projects frequently grow to a size and
complexity that leads to independence, or are the other possible outcomes of fiscal
sponsorship actually more likely? Are umbrella fiscal sponsors reluctant to spin off their
projects? A follow-up study to include sponsor perspectives or a larger study that
matched and compared project perceptions to those of their sponsors would certainly help
clarify these questions. Specifically, it would be interesting to learn:

-

If sponsors see incubation as naturally leading to independence

-

What characteristics or factors sponsors feel are important to the ensuing success of
alumni projects

-

Whether sponsors feel their alumni projects had these characteristics when they left

-

Whether sponsors provide support for projects to develop these characteristics
Whether sponsors feel that the independence of their larger, more mature projects has
any impact on their own viability in terms of fundraising and branding
Whether sponsors think project flight has an impact on their ability to provide
synergy and other benefits to their remaining projects, and is therefore detrimental to
the other projects and to the overall mission of the sponsor.
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This study asked whether there are pre-existing agreements between sponsors and
projects on separation procedures. The study results were not clear enough to answer this
question; however, these results were based solely on the respondents' recollections.
Recollections may not be reliable in establishing the existence of exit procedures as a
matter of fact. A future study might include a review of actual contracts between projects
and their sponsors. The question might also be clarified by the inclusion of sponsor
perspectives, or by deeper probing of the same topics with project directors. For
example, what types of exit agreements have been made between projects and sponsors?
Are they formal or informal, verbal or written, detailed or outlined? Are they followed?
What are the provisions? Are the parties satisfied with their effect?
Another important question raised by the data is why board involvement in
fundraising and the decision to separate are so negatively associated with interpersonal
conflict between project and sponsor? Why does a lack of value seem to be associated
with board involvement in management and decision-making? Sponsor and project input
on this topic would be helpful. An answer to this question would have important
implications for practitioners.
Additionally, how do sponsors feel about the existence of project boards? Do
sponsors encourage or discourage the development of such boards? Do they recognize
the authority of project boards, or do they prefer to work with their employee directors?
Do sponsors train project directors and project staffs to work with boards? Does this
training or lack thereof have any effect on board involvement? This question of board
involvement could be explored as a study unto itself and should be informed by literature
regarding the role of boards in organizational growth and success.
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It would be extremely interesting and potentially valuable to include the
additional factors identified by the subjects of this study in any further study. Since this
was the first academic research about these factors, the iterative process of future
research should include other potentially important factors. On the other hand, certain
factors considered in this study and found to be infrequently present and unimportant
when present could be probed by future studies to determine if they are truly irrelevant or
if there are important patterns not revealed by this study. These factors include
colocation, mission incompatibility, sponsor request to separate, and funder pressure to
stay with the sponsor.
Finally, a study designed around a random sample of all umbrella sponsors in the
United States would allow the conclusions drawn from the findings to be extended to the
entire population of fiscal sponsors in the country. This approach would also allow for a
comparison of fiscal sponsorship and project decision-making by region. Options for
designing such a study should be explored.
Relation of Findings to Other Models Described in the Literature Review
The literature regarding business incubation emphasizes the importance of
colocation and synergy between start-up groups. However, colocation was not found to
be important to projects in this study, and synergy was not mentioned by any of the
respondents. This seems to imply that fiscal sponsorship may have less in common with
the business incubator model than was postulated. However, the importance of the
interpersonal dynamic factors did reinforce the analogy to the breakaway organization
model described in Chapter Two, which predicts that organizations will split along fault
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lines when the members of a subgroup are not able to implement their ideas and plans
within the primary organization.
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APPENDIX A
Phone Interview Schedule
This study is being conducted to help understand why organizations that began as
fiscally-sponsored projects leave their fiscal sponsor. I am asking the directors of former
projects to tell me what factors were present and important for them in their decision to
leave.
I am going to ask you some questions about your project at the time you decided to leave.
Please try to answer the question based on the facts or situation that existed at the time of
the decision, and not before or after. You may, of course, decline to answer any question
or stop at any time. Please take as long as you like to answer any question.
1. At the time you decided to leave, how many employees did the project
have?- - - - 2. At the time you decided to leave, what size was the budget? _ _ _ __
3. At that time, how many board members did you have? - - - - - 4. How long were you fiscally sponsored? - - - - - 5. Please choose the best match for your project's mission from this brief list of issue
areas:
Environment
Arts
Social justice
Social service
Health
Youth
Other
Please answer yes or no to these next questions.
1. Did you have a pre-existing agreement with your sponsor that identified procedures
for termination of the sponsorship agreement (ie: disposition of assets, control of
trademarks and intellectual property)? Y N
2. At the time, was your board actively involved in any of the following areas?
a) In fund-raising for the project?
b) In the project's management?
c) In the decision to leave?

Y N
Y N
Y N

3. Using this five-point scale, how would you describe the quality of your project's
relationship with its fiscal sponsor before the decision:
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Very good

Good

Just Okay

Not good

Very bad

4. Did your fiscal sponsor have a role in the decision making (the decision to leave)?
YN
5. Using the same five-point scale, how would you describe the quality ofyour project's
relationship with its fiscal sponsor after you announced the decision to leave?
Very good

Good

Just Okay

Not good

Very bad

Now I'd like to ask you about situations that may have been present at the time you
decided to leave. These are scenarios that might have an effect on the decision to leave,
and include the project's financial situation, relationships with the sponsor, funder
concerns, physical proximity to the sponsor, and other possible reasons for leaving. At
the end you will have an opportunity tell me about anything I didn't include that was
important to you in your decision-making.
For these questions, I'll mention a situation, and you can tell me whether the situation
was present at the time. You can answer Yes or No to these questions. Because we are
interested in understanding what factors were present at the time, answer Yes if you knew
situation was present, even if you didn't consider it in your decision. I will ask you
whether it was important in a follow-up question. If a situation was present but you did
not know it at the time, answer No to the question.
Do you have the five-point scale that I emailed you? We will use that scale to rate the
importance of some of these factors. (if not) Please write this down:
Extremely
Important

Very
Important

Important

Not
Important

Didn't
Consider

1. Was there a need to physically separate from your fiscal sponsor due to space
constraints?

Y N

(if yes) How important was that factor in you decision making?
Extremely
Important

Very
Important

Important

Not
Important

Didn't
Consider

2. Was there a financial equation that favored providing your own essential
administrative services instead of paying your fiscal sponsor (such as accounting, tax
reporting, payroll, employee benefits, etc.)
YN
(if yes) How important was that factor in you decision making?
Extremely
Important

Very
Important

Important
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Not
Important

Didn't
Consider

3. Did the project have a desire to brand its name separate from that of the fiscal
sponsor.
Y N
(if yes) How important was that factor in you decision making?
Extremely
Important

Very
Important

Important

Not
Important

Didn't
Consider

4. Was there a desire for more autonomous decision-making authority?

YN
(if yes) How important was that factor in you decision making?
Extremely
Important

Very
Important

Important

Not
Important

Didn't
Consider

YN

5. Was there pressure from funders to stay?
(if yes) How important was that factor in you decision making?
Extremely
Important

Very
Important

Important

Not
Important

Didn't
Consider

YN

6. Was there pressure from funders to leave?
(if yes) How important was that factor in you decision making?
Extremely
Important

Very
Important

Important

Not
Important

Didn't
Consider

7. Did deciding to leave feel like a natural part of the project's maturation?

y N?
(if yes) How important was that factor in you decision making?
Extremely
Important

Very
Important

Important

Not
Important

Didn't
Consider

8. Did you want to avoid having redundant administrative systems in both the project
and your sponsor? (For example, were you duplicating accounting procedures within
your project?)?
Y N
(if yes) How important was that factor in you decision making?
Extremely
Important

Very
Important

Important

Not
Important

Didn't
Consider

9. Were redundant administrative systems developing? Y N
(if yes) How important was that factor in you decision making?
Extremely
Important

Very
Important

Important
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Not
Important

Didn't
Consider

10. Would you say there was a dynamic between the fiscal sponsor and your project that
Y N
had evolved into a struggle for power?
(if yes) How important was that factor in you decision making?
Extremely
Important

Very
Important

Important

Not
Important

Didn't
Consider

YN

11. Was there interpersonal conflict with the fiscal sponsor?
(if yes) How important was that factor in you decision making?
Extremely
Important

Very
Important

Important

Not
Important

Didn't
Consider

YN

12. Was your mission compatible with your fiscal sponsor?
(if no) How important was that factor in you decision making?
Extremely
Important

Very
Important

Important

Not
Important

Didn't
Consider

13. Was leaving part of a previously established plan (either developed jointly by your
project and sponsor or a preexisting strategic plan created by the project)? Y N
(if yes) How important was that factor in you decision making?
Extremely
Important

Very
Important

Important

Not
Important

Didn't
Consider

YN

14. Did you feel were getting value for the sponsorship fee?
(if no) How important was that factor in you decision making?
Extremely
Important

Very
Important

Important

Not
Important

Didn't
Consider

YN

15. Did your fiscal sponsor ask you to leave?
(if yes) How important was that factor in you decision making?
Extremely
Important

Very
Important

Important

Not
Important

Didn't
Consider

16. Were there other factors present that I didn't mention that were important in your

YN

~~~

(if so) Please tell me about any factors you remember.
(list each factor, and rate it on the five-point importance scale)

How important was that factor in you decision making?
Extremely
Important

Very
Important

Important
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Not
Important

Didn't
Consider

APPENDIXB
Sponsor Consent
Date

Wendy Strickland
20 Lower Alcatraz #4
Mill Valley, CA 94941
Dear Wendy,
(Fiscal Sponsor Name) is aware of your research project on fiscal sponsorship and has
received written information about the study including its, purpose, affiliation with the
USF Masters of Nonprofit Administration (MNA) program, and key contact information.
We have provided names of our alumni projects so that you may directly solicit their
participation in the study. We look forward to seeing your results.
Sincerely,

(Authorized Representative)
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APPENDIXC
Introductory Letter
Date
Project Director
Address
City, State Zip
Dear Project Director,
I was referred to you by (Fiscal Sponsor N arne), because I am conducting a research
project on fiscal sponsorship for the University of San Francisco's Masters of Nonprofit
Administration (MNA) program. The study, Leaving the Nest: Why Fiscally-Sponsored
Projects Seek Independence, will examine the perceptions of project directors about why
their fiscally-sponsored project made the decision to seek independent status. Greg
Colvin, adjunct faculty to the College of Professional Studies, and author of Fiscal
Sponsorship: 6 Ways to Do It Right, is my faculty advisor.
I will be speaking with the directors of projects that have left their fiscal sponsors over
the course of the last ten years, and would like to include in the study your responses to a
brief phone survey. There are a half-dozen fiscal sponsors involved in this research. I
anticipate the participation of 20 - 25 individual directors of formerly-sponsored projects.
The names of the fiscal sponsors and the responses of the project directors will remain
confidential. Only I will have access to the identity of the project director participants.
The enclosed Information Form provides more information about the confidentiality
procedures to be used.
I believe the aggregated responses of these project directors will provide useful
information for fiscal sponsors, project directors, and funders involved in the incubation
of new organizations, and shed light on the exit strategies pursued by maturing
organizations. I hope you will agree to participate. I will phone you in the next few
days to answer any questions you might have and to schedule a 10-minute phone
interview.
In the meantime, please feel free to contact me if you have any questions. I can be
reached at (415) 388-5048, 415-385-6975, or via email at kovaku@hotmail.com. I look
forward to talking with you. Thank you for your assistance with this exciting research
project.
Sincerely,
Wendy Strickland
Graduate Student
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INFORMATION ABOUT THIS STUDY
Wendy Strickland is a graduate student in the Masters ofNonprofit Administration
(MNA) program, working with Greg Colvin, Esq., adjunct faculty to the College of
Professional Studies, at the University of San Francisco. Leaving the Nest: Why Fiscally
Sponsored Projects Seek Independence is a study of the reasons that organizations which
began as fiscally-sponsored projects ultimately sought independence. We are interested
in learning which factors are important to projects during the decision-making process.
You are being asked to participate in this research study because you were the director of
a fiscally sponsored project that left its fiscal sponsor. You will be asked to complete a
phone questionnaire, which will take approximately 10 minutes. The questionnaire will
include general questions about the size, structure, and activities of the project, and about
the presence of various factors that might have been part of your decision to leave.
Every effort will be made you preserve the confidentiality of your responses. The
individual responses of those surveyed will not be released or published, nor will the
fiscal sponsors be named. Surveys will be coded and kept in locked files at all times.
Only study personnel will have access to the files, and only Wendy Strickland will have
access to the identity of the respondents and the code-key. Nevertheless, you should be
aware that participation in a research study may mean the loss of confidentiality.
Participation in the study is entirely voluntary, and you may decline to answer any
question or stop at any time.
There will be no cost to you for participation, nor will you be reimbursed. While there is
no direct compensation to you for participating, your responses may help fiscally
sponsored projects, sponsors, and funders make informed decisions about fiscal
sponsorship.
If you have any questions about this research, you may contact Wendy Strickland at
(415) 388-5048 or at kovaku@hotmail.com. If you have any further questions about the
study, please contact the Institutional Review Board for the Protection of Human
Subjects at the University of San Francisco. This body, which is concerned with the
protection of volunteers in research projects, can be reached at (415) 422-6090, by
emailing IRBPHS@usfca.edu, or by writing to the IRBPHS, Department of Psychology,
University of San Francisco, 2130 Fulton Street, San Francisco, CA, 94117.
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APPENDIXD
Phone Script
Hello, my name is Wendy Strickland. I'm calling because you were the director of
(Project Name) when (Project Name) left (Sponsor Name). I am a graduate student at the
University of San Francisco, in the Masters of Nonprofit Administration program.
I hope you received the letter I sent you a few days ago? (If yes: Good. If no: let me tell
you very briefly about the project. For either response:) I am conducting a research
study on the reasons fiscally sponsored projects leave their fiscal sponsor. I will be
speaking with the directors of projects that have left their fiscal sponsors. There are a
half dozen fiscal sponsors involved in this research. However, the names of the fiscal
sponsors and the responses of the project directors will remain confidential, known only
to me. (if no to initial question: Greg Colvin is the research advisor for this study. He is
adjunct faculty in the College of Professional Studies.)
I'd like to ask you to participate by taking a 10 to 15 minute phone survey. We can
schedule an appointment at a time that's convenient for you. Would that be possible?
Ifyes: Great. (Schedule interview).
I'll send you an email confirming the time. The email will contain the five-point rating
scale that we'll use in the survey, so it would be helpful to have it on hand when we talk
on the (date).
Can I (get or verify) your email address?
What number should I use to call you on the (date)?
Thank you very much for your time, and for agreeing to participate. Please feel free to
contact me in the meantime. I can be reached at (415) 366-5048 or at
kovaku@hotmail.com. I look forward to talking with you on the (date). Thank you.
If no: I understand that you are concerned about (restate reason). (Give appropriate
rebuttal below)

1. Let me tell you about the confidentiality procedures (use text from information form,
paragraph four, then paragraph three.)
2. Let me tell you about the survey ... (use text from information form)
3. The survey will be brief, only 10-15 minutes, and can be scheduled whenever it's
convenient for you.
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If yes: return to If yes above. If no: Thank you for your time. If you should change
your mind or have any questions please feel free to contact me. My phone number and
address are on the letter I sent. Again, thank you.

111

~

()
0

<
s·
......
\0
\0

.

V-J

"0

......
V-J
I
......

+:-

FISCAL
SPONSORSHIP
MODELS

....
DIRECT
PROJECT

'-"
8.
INDEPENDENT
CONTRACTOR
PROJECT

BASIC
CHARACTERISTICS

IS PROJECT
LEGAL
ENTITY?

RELATIONSHIP

Prorect belongs
to sponsor and ts
tmplemented by tiS
employees and
volunteers.

No

Employer-Employee

Protect belongs
to sponsor but •s
conducted by separate
entlly under contract

Yes

Protect contract

CHARITABLE
DONATIONS
BELONG TO

II

Sponsor

SPONSOR'S
LIABILITY TO
lAD PARTIES

OWNERSHIP
OF RESULTS

Ta tat hab•hty for acts
ot employees

SponSOf

Var.es, may be part•al

Sponsor

or total.

PAYMENTS SHOWN ON IRS
RETURNS FILED BY
SPONSOR

Legally, project is no

990,

Sponsor usually

payroiltall:
returns

fndtvtdoal 1040s

990,
1099 ,, person

Depends on
legal status

RELAOONSHIP

......-

D.
GROUP EXEMPTION

N

;.

E.
SUPPORTING
OftGANlZA TION

F.
'tECHNICAL

ASSISTANCE

X.
PAYMENTS
•fOR THe USJ: Of•
SPONSOR

funds pto,ect only to
e11.tent that money •s
rece1ved from donors.

Sponsor obtams federal
group tax exempt1on,
confers 50 llclf31 status
on subordinate projects

Yes

Yes

PrOject gets tiS own
50llc)(3J ell.emptton, but
public chanty status 1s
based on support ol
sponsor's purposes

Yes

Protect has 1ts own
50 llc)(JJ &11.empt1on but
nettds help w•th bookkeepmg, tall. returns, payroll. management. etc

Ye>

Protect approved by
sponsor. trust account tS
set up tor protect
sepatare from sponsor's
assets, Clonors pay
d~tectly to trust eccount

Appropuate where
Pfot«t tS tmegrafto

sponsor's wDf'k, may be
legally done by tndepen-

dent contractor.

sponsor lor one 01 a

senes of grants. sponsor

m:~~:; :~.~~:·r
sponSOt directly.

Protect applies to

PREAPPRO~ED GRANT

COMMENTS

PROJECT

Grantor-Grantee

Subol'd•nate-Aff•hate

Degree at connectton var•es

Sponsor

ProJect

l

StH.:.ctiOfland
payment of grantee.
plus terms set by
lundmg source

Protect usually

Only as provided '"
athhdhon agreement

Project

None

Pro,ect

Protect

990

Annual listing
ol orgs. no
ftnanctaltn·
formatiOn

None

Depends on
legal status

990, separate
or group return

990

Used by non-5011c)f3)
protect. m Ol'der to ratse
tax-deductible support
from donors. private
foundatKms or
government grants.
PrOject gets 5011cll31
status w•thout separate
aw'ICaiiOf\ to IRS,
under sponsor's
superv1S10nlcontro'.
PrOJect must apply to
IRS IOf 5011cii3J status,
but can be a pubhc
charity even w11h only

one donor.

Management
contract

Protect

l
lI

Only as provtded
1rt

contract

Pro1ect

990 ''fee
charged

990 ,, tee paid

Sponsat provides
financ•al tn~naoement to
proJect, but aH funds are
ratsed and spent in the
name of project

Depends on
legal status

New, untested model
based on U.S. Supteme
Coun decisK»n on
acceptable methods tor
Motmon parents to aid
ll'I1SS!Of\ety chiktfen.

I
May or
may oat be

Sponsor must
control proJect

PIOJ6Cf 111 trust
tor sponsor

Vanes. mav be
parttal or total

Prote<:t in trust
lor sponsor

None

C/1
"0
0
::l
en
0
""'!
en
::r"

-o·
3:::
0

0..

(])

w

;:t>
"0
"0

tTl

z

-><
0

tTl

